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ABSTRACT 
The purpose of this research project was to assess the influence of credit assessment 
process on repayments of loans at Kenya Commercial Bank South Sudan Limited. KCB 
South Sudan Ltd non-performing loans increased beyond the allowed levels which as a 
result affected the overall group business performance. The study adopted a descriptive 
research design focusing on KCB South Sudan Limited. Secondary and primary data 
were utilized in this research. Data was analyzed and the descriptive statistics was done 
by the use of percentages, frequencies, means and standard deviations. Inferential 
statistics were computed with the aid of regression analysis. From the regression analysis, 
it indicates that all the factors had an influence on repayment of loans with credit 
approval having a coefficient of 0.579, credit risk monitoring had 0.123, credit risk 
analysis had -0.052 and appraisal and credit risk identification had -0.131. The study also 
found out that 62.2% of the repayment of bank loans at Kenya Commercial Bank South 
Sudan Limited was explained by the independent variables while only 37.8% of the 
variations were due to other factors. The study found out that in order to assess the credit 
risk of a loan advanced the lending institution needs to check the borrowers‟ economic 
and legal situation, assessing the environmental situation. In addition, lending institution 
should have sound credit approval authorities, a prudent credit practice personnel ought 
to have customer relationship responsibility and there is need for credit monitoring so 
that the bank appreciates the borrower‟s current financial status and monitor the 
prevailing financial situation affecting the country like inflation. The study concluded 
that the bank use credit risk identification practices in risk management to a very great 
extent which resulted to significant reduction in level of non-performing loans, there 
exists a significant negative relationship between use of credit risk control and level of 
bank loans repayment. The study recommends that KCB South Sudan Ltd should use 
credit risk identification practices in risk management due to its impact on reduction of 
level of bank loans repayment, enhance usage of credit risk analysis and appraisal in 
credit risk management through engaging in loan securitization and should monitor 
borrowers‟ credit files for purposes of client rating to be used for approval or sanctions to 
minimize risks facing the bank. 
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OPERATIONAL DEFINITION OF TERMS 
CAMPARI:  This is a credit model which is mostly utilized by financial institutions in 
the process of evaluating credit applications. The variables are as follows; 
 Character – This refers to the borrower‟s obligation towards the repayment 
of the loan borrowed. 
 Ability to pay – This refers to the ability that the borrower‟s has in 
repayment of the loan which comprises of the interest and principal 
amounts. 
 Margin of Finance – This refers to the amount the customer contributes 
from the loan. 
 Purpose – This refers to the purpose of the loan. 
 Amount – This refers to the amount of the loan. 
 Repayment Terms – This mainly entail the repayment terms and how it is 
structured. 
 Insurance – This refers to whether the borrower has life insurance or not. 
5 C‟s:  This is an approach that is used by Financial Institutions in determining 
the credit worthiness of customers. The factors are as follows; 
 Capacity – This refers to the borrower‟s obligation towards the repayment 
of the loan borrowed 
Capital – This refers to the money invested by an individual in a particular 
business and it is pointer on how much is at risk. 
Collateral – This is a form of guarantee for the lender. 
Conditions – This mainly considers the environment in the country in 
terms of economic and political. 
Character – This refers to the obligation that the borrower has in 
repayment of the loan. 
5 P‟s:  This is an approach that is used that was developed by the Federal Reserve 
Center and used in the process of evaluating credit applications in 
Financial Institutions. This approach consists of 
xii 
 
People – The main issues considered is the borrowers‟ history of being 
honest, his reputation and his ability in honoring his or her financial 
obligation. 
Purpose – This refers to the specific use of the funds borrowed. 
Payment – Knowing the purpose helps identify sources of repayment and 
aids in structuring the loan repayment schedule based on the timing of the 
borrower‟s receipt of funds (cash flow). 
Protection – This is security and other secondary means that the borrower 
has towards loan repayment. 
Prospective (Plan) – This refers on the monitoring aspect of the loan and if 
the borrower fails to repay what steps will the bank take? 
LAPP:  This is a method for evaluating credit applications that was developed by 
Benz in 1979 that is mostly used for corporate borrowers. The variables 
under LAPP are as follow; 
 Liquidity – This is an indicator that measures the ability of the firm to 
settle its short term obligation 
 Activity – This is an indicator that measures the firms‟ size and operation. 
 Profitability – This measures how profitable the firm is. 
 Potential – This takes into account the ability of the firms in terms of its 
strength and available resources. 
FAPE:  This is a method that is used in evaluating of credit applications that 
stands for Financial Analysis and Previous Experience Methods (FAPE). 
This approach mainly focuses on the analysis of the applicant‟s financial 
records and its credit history. The documents that are analyzed by the bank 
mainly consist of profit and loss / income statement, the applicant‟s 
statement of financial position as well as the cash flow statement.
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CHAPTER ONE 
INTRODUCTION 
1.0    Introduction 
This chapter provides the basic study of the influence of credit assessment process on repayment 
of bank loans in South Sudan. It gives the background and the setting required to put the research 
problem into a proper context which includes the background of the study, the research problem, 
and purpose of the study, specific objectives and research questions, the significance of the study 
and limitations. 
1.1    Background to the Study 
The main role played by the commercial bank is financial intermediation whereby they collect 
surplus money from surplus households and extend to deficit households in the form of credit 
(Wondimagegnehu, 2012). The process of extending credit brings about the risk of non-
repayment as the loans may not be recovered in full yet the deposits received have to be paid in 
full (Konfi, 2012). This implies that commercial banks have to be very prudent in the assessment 
of loan applicants to ensure that the successful loan applicants can pay their financial debts as 
and when it is required. However, some loan beneficiaries end up in situations where they may 
not be in a position to service the loan repayment amounts either temporarily or permanently 
leading to non-performing loans which are sometimes written off against the operating income of 
the bank. Credit management is very crucial in maximizing the overall performance of financial 
institutions. Lending has been and still is the core business of financial institutions. Due to the 
asymmetric information existing between lenders and borrowers, financial institutions need to 
institute appropriate mechanisms in ensuring that they can evaluate default risk that is unknown 
to the financial institution hence avoid issues that are related to adverse selection and moral 
hazards. 
Credit risk evaluation and lending decisions by lending institutions emphasized more on the 
ability of the applicant to avail security (collateral) than other similar vital considerations 
(Sundararajan, 2007). This made many lending institutions to end up with huge amounts of loan 
defaults due to incomplete, poor and unprofessional credit risk assessment and valuation 
(Wambua &Mugambi 2013).  
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Effective loan credit risk management in financial institutions commences with proper 
supervision of individual loans risk so that high-risk applicants are minimized. This process of 
selection of risk is important in maintaining favorable loan quality thereby it will boost up the 
performance of the lending institution and make it more competent in the corporate world.  
Commercial banks‟ core business is the intermediation process which involves collecting 
deposits from surplus households and extending them to deficit households with investment 
opportunities in the form of loans (Brown, Falk, & Fehr, 2004). This is revealed in their balance 
sheet whereby more than 70% is generally relating to the manner in which they manage their 
exposure to risk. This makes credit risk a key issue in the management of commercial banks 
overall financial performance in general. This helps explain the reasons as to why commercial 
banks develop loan policies that guide the process of evaluating loan applicants, qualification 
criterion among other aspects of credit administration (Al-Tamimi, 2010). It is important for 
commercial banks in the management of credit risk exposure to ensure that loan beneficiaries 
service their loans periodically as and when the repayment installments fall due. 
 
Commercial banks and other financial institutions accumulate cash from collection of deposits 
from the public to be lent out in form of loans and advances. The depositors have confidence in 
the commercial bank keeping their deposits safe as opposed to other institutions; this is because 
banks are perceived to have better security and financial management procedures, compared to 
other financial institutions. In order to earn income on the deposits made to commercial banks, 
the banks create assets through issuance of loans and advances. As noted by Omara (2007), 
commercial banks primary source of revenue comes from interests earned on loans, margins, 
fees and commissions. However, the process of extending credit comes with its risks of failure to 
repay both the principal and accrued interest which may result in capital erosion and loss of 
depositor‟s fund. This, therefore, means that commercial banks have to be very careful on how 
they approve credit facilities to applicants. In order to ensure commercial banks do not extend 
loans that do not perform, the Central Bank of Kenya has formulated policies and guidelines 
which have to be observed for a healthy financial sector (Atieno, 2001). This is because the 
central banks of Kenya know the crucial role that financial institution play in steering the 
economic performance of the country.   
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As a result, financial performacnce posted by commercial banks communicate crucial 
information on the overall economic growth of an economy. Lack of proper management of risks 
in commercial banks may lead to global bank failures which may end up in a financial crisis.  
According to Al-Tamimi (2010), the financial results of commercial banks are influenced by 
internal management decisions and a country‟s economic factors which are usually not within 
the control of the financial institution. According to Ingham (2004), the provision of credit has a 
direct relationship to the provision of resources such as issuing of a loan by one party to another 
party where the second party reimburses the first party at a later date and not immediately, 
thereby creating a debt and instead makes plans either to repay or return those resources or 
materials of equal value at a future date. According to the Central Bank of South Sudan (CBSS) 
survey of 2013, non-performing loans (NPLs) increased from 10.5 billion to 19.7 billion South 
Sudanese pounds in 2013, an increase of 9.2 billion South Sudanese pounds from the previous 
year. In the year 2014, this amount increased to 73 billion South Sudanese pounds (SSP). 
 
Credit assessment Processes 
Credit assessment is the process of examining the ability of a loan applicant and making a 
conclusion as to whether to approve their loan application or decline. Omara (2007) asserts that 
if bank lending is not properly assessed, the level of repayment risk exposure increases because 
the loan beneficiary may not be having repayment capabilities. The financial well being of any 
financial institution depends substantially in the process of determining those who have a high 
probability of loan defaulting, while, selecting those with high chances of repaying the loan. 
According to Derban et al. (2005), loan applicants need to be screened by banks carefully to 
determine their ability to repay the advanced principal together with the interest as and when 
they fall due. He further notes that a compelling credit analysis should include qualitative and 
quantitative techniques when assessing the borrowers. And that serving borrowers requires 
robust loan appraisal and monitoring systems.  
A sound credit policy in a banking institution helps in the issuance of better quality loans the 
which get fully repaid hence lowering the credit risk exposure. They need to set minimum 
standards for loan applicants who qualify regarding the points awarded in the assessment 
process. The policy must be applied equally across all loan applicants.  
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The decision of granting a loan is arrived at after an analysis has been carried out by a committee 
of more than one person, thus reducing the risk of one person abusing the authority granted 
(Simson & Hampel, 1999).  
There are various methods of assessing the creditworthiness of borrowers, which includes; the 
5C‟s method; the 5P‟s method; The LAPP method, The CAMPARI method, and the FAPE 
Method. 
Loan Repayment 
Loan repayment has been defined by the Cambridge business English dictionary, as the act of 
making payments towards a loan. The applicant makes repayment installments that cover the 
principal and interest until the full amount is repaid. The loan beneficiary could also choose to 
repay the whole loan received together with the interests accrued. According to Norhaziah and 
Mohd (2013), repayment problem is an unresolved issue faced by the majority of commercial 
banks. Shen, Shen, and Ziderman (2009) argue that loan is said to be recovered when the amount 
received together with the interests for the period that the loan has remained outstanding are 
settled. Commercial banks use different strategies to ensure that the loan beneficiaries pay their 
loans. These include asking for guarantors, limiting the applicant‟s access to further credit 
without their approval. The factors that influence loan repayment rates are; background 
information of the loan applicant like gender, among others (Reta, 2011). 
Different financial institution use different methods in computing how much a loan beneficiary is 
expected to pay at each repayment interval until the full loan and interest are repaid depending 
on the borrower‟s needs and the provisions of the bank involved, the period that the loan and 
interest will remain unpaid and the purpose in which the funds are invested. The methods of 
calculating the loan repayment include; amortized loan, sinking fund method, the equal principal 
payment plan, and the balloon method. The Amortized loan method is where each payment is 
made up of the interest due on the outstanding loan balance component and the rest of the 
payment which goes towards reducing the outstanding loan balance, referred to as the principal 
payment. The Sinking Fund Method according to Gutierrez (2014) is a method whereby the 
payments are made before the end of the loan term do not contain any portion of the principal, 
and therefore it only goes toward the interest.  
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A single “lump-sum” payment is a method whereby it repays the entire loan at the end of the 
loan term. On the other hand, the equal principal payments per period plan provide for the 
payment of accrued interest on the balance, plus the same amount of the principal. Banks also 
use a balloon system where equal payments over a specified period are made at the end to repay 
the balance. This method is often used to reduce the size of periodic payments thereby shorten 
the total loan repayment period. To do this, part of the principal will be due in a lump sum at the 
end of the loan period. To calculate the payment amount, it is necessary that all terms of the loan 
must be known to potential clients: interest rate, the timing of payments, length of loan and 
amount of loan (Nawai & Shariff 2013). 
 
The Financial Sector in South Sudan 
In the month of January 2005, the Comprehensive Peace Agreement was signed in Nairobi 
Kenya, which therein provided a dual banking system for the entire county of Sudan for 6 years 
which was considered as the interim period before the South Sudan independence referendum in 
January 2011. After the signing of this agreement, a branch of the Central Bank of Sudan with its 
head office in Juba was created to cater for monetary activities in the southern part of the 
country. Under this arrangement, the northern part of the county continued to function under an 
Islamic financial system while the southern part of the country moved to a conventional banking 
system. In both parts of the country namely, southern and northern Sudan continued to maintain 
one monetary policy that was overall managed by the country‟s Central Bank with the head 
office in Khartoum. The southern branch of the Central Bank was given the mandate of 
supervising all the financial banks and institutions that operate in Southern Sudan.  
However, this arrangement changed after the attainment of the South Sudan independence on 9th 
July 2011 and the Central Bank of Sudan southern branch started operating as the central bank 
for the entire new country with a responsibility of monitoring monetary policy and the stability 
of price in the country and at the same time to ensure that there exists an exchange rate that is 
stable against other international currencies.  
The main functions of the Central Bank of South Sudan include the following: 
 To carry out roles that should be undertaken by the central bank of South Sudan. 
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 To institute and take charge of conservative day to day banking services in the country 
which includes, provision of licenses to financial institutions, basing on the rules and  
provided  by the Board of Directors. 
 The administration of the bank is under the Governor of the Bank of South Sudan, whose 
role is to manage the predictable banking system in South Sudan as per the existing 
regulation and policies. 
 To act as the bank of the existing government, as an adviser and agent, especially in the 
matters of monetary and financial affairs. 
 With the release of the duties, errands and mandates thereby required and imposed upon 
it, to use the authority and supervisory ability so confer, in a manner consistent with the 
ordinance and policy predetermined in the laws that govern the bank. 
 The Bank of South Sudan shall supervise and regulate all the commercial banks in South 
Sudan. 
 
The financial and banking sector in South Sudan is still at an infant stage and is very limited with 
minimal geographical coverage within the country mainly in the main towns. The sector also has 
a weak regulatory framework and is experiencing shortages in workforce skills to manage the 
banking industry effectively. The current fully functional commercial banks operating in South 
Sudan are mainly subsidiaries of the commercial banks from the neighbouring countries such as 
Kenya, Uganda, Sudan and Ethiopia. There are a total of sixteen commercial banks which 
include the following, Kenya Commercial Bank (KCB) South Sudan which is subsidiary of 
Kenya Commercial Bank (KCB) Kenya, Commercial Bank of Ethiopia South Sudan which is a 
subsidiary of Commercial Bank of Ethiopia, Equity Bank South Sudan which is a subsidiary of 
Equity Bank Kenya, Cooperative Bank of South Sudan which is a subsidiary of Cooperative 
Bank of Kenya, Cfc Stanbic Bank Limited which is a subsidiary of Cfc Stanbic Bank Kenya, 
Ivory Bank South Sudan which was established in Khartoum, Sudan in 1992 and later moved to 
Juba, South Sudan after the signing of the Comprehensive Peace Agreement (CPA), Liberty 
Commercial Bank (LCB), First Bank South Sudan, Nile Commercial Bank, Mountain Trade and 
Development Bank (MTDB), South Sudan Commercial Bank, International Commercial Bank 
(ICB) and Buffalo Commercial Bank which are indigenous banks and Sudan Microfinance 
Institution (SUMI) which is an indigenous micro finance institution in South Sudan. There are 
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also a total of seven insurance business companies operating in South Sudan which includes 
Jamus International Insurance, National Insurance Corporation Ltd (NICL), New Sudan 
Insurance Company Limited, Renaissance Insurance Company South Sudan Ltd, Savannah 
Insurance Company, Speed Insurance (SS) Limited and UAP Insurance Sudan Ltd. 
The banking services that are offered by these financial institutions mainly comprises of foreign 
exchange activities, fund remittances and transfers to other financial institutions. Other banking 
services offered by financial institutions in the neighboring countries such as provision of 
mortgages, loans, credit facilities and the ordinary savings activities by the residents are very 
minimal in South Sudan and this situation has worsen over time due to war in different parts of 
the country and economic crisis due to low production of crude oil and low price of the 
commodity in the international market. 
 
KCB (Kenya Commercial Bank) South Sudan Limited 
Kenya Commercial Bank South Sudan Limited, which is also referred to as KCB South Sudan, is 
a commercial bank registered in South Sudan. The banking system in The Republic of South 
Sudan is regulated by the Central Bank of South Sudan, which acts as the central bank of the 
country and national banking regulator. Kenya Commercial Bank (KCB) South Sudan Ltd is one 
of the biggest commercial banks in South Sudan in regard to the number of customers it serves/ 
accounts it holds and branch network it has in the country. It is one of the first foreign banks to 
commence its operations in Juba after the comprehensive peace agreement (CPA) signing that 
halted the civil war between South and North Sudan in January 2005, which was followed by the 
independence referendum in January 2011 and which eventually lead to the secession of South 
Sudan in July 2011. 
 
According to the 2012 annual banking report, KCB South Sudan Ltd currently has a market 
share of 42% serving 138,000 customers. Although KCB South Sudan Ltd had a profit after tax 
of 41.5 Million South Sudanese Pounds (SSP) (around $14 million) in 2012 from 25.4 Million 
SSP the previous year, KCB South Sudan Ltd has continuously becomes a risk factor to credit 
risks and management in the wake of 30 months armed conflict (civil war) that broke up on 15th 
December 2013 and has been going on despite the signing of the compromise peace agreement 
in August 2015 in Addis Ababa, Ethiopia. 
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As South Sudan continues to be unstable, most of the Kenyan based commercial banks namely 
Equity Bank, Kenya Commercial Bank and Cooperative Bank registered huge losses soon after 
the fighting broke out due to increased non-performing loans and a slowdown in economic 
activity in South Sudan in general. The Central Bank of South Sudan in their Prudential 
Guidelines (2011) classifies the commercial banks‟ risk factors into nine (9) categories namely: 
strategic risk, credit risk, liquidity risk, interest rate risk, price risk, foreign exchange rate risk, 
operational risk, and regulatory risk. 
 
The definitions of some of the above risk are as follows; 
Strategic risk – This can be defined as the internal and external occurrence and situations that can 
inhibit or prevent a financial institution from achieving its strategic objectives.  
Credit risk – This can be defined as the risk of failure to pay of a debt that may occur from a 
borrower failing to make required payments. In the first resort, the risk is that of the lender and 
includes lost principal and interest, disruption to cash flows, and increased collection costs. 
Liquidity risk – This can be defined as the risk that a financial institution is unable to meet short 
term financial obligations. This occurs mainly due to the inability of the financial institution to 
convert a security or hard asset to cash without a loss of capital and/or income in the process. 
Interest rate Risk – This can be defined as the risk that is mainly faced by bond owners due to 
fluctuations in interest rates. The amount of interest rate risk a bond has mainly depends on how 
sensitive its price is to interest rate changes in the market. 
Price risk – This is the risk of deterioration in the worth of a security or a portfolio that can be 
reduced through diversification, unlike market risk.  
Foreign exchange rate risk – This risk is also known as currency risk or  exchange rate risk  
which occurs when a financial transaction is denominated in a currency other than that of the 
base currency of the financial institution. 
Operational risk – This can be defined as the prospect of loss resulting from inadequate or failed 
procedures, systems or policies. Examples are employee errors, systems failures, fraud or 
criminal activity or any event that disrupts the financial institution processes. 
9 
 
Regulatory risk – This can be defined as the risk of a change in law and regulations that might 
affect a financial sector or a financial institution. Such changes in law or regulation in a 
particular country can make significant changes in the framework of the entire sector or changes 
in cost-structure etc. 
According to Saunders and Wilson (2001), credit or default risk is the risk that the expected cash 
flows from loans held by financial institutions may not be paid in full. Failure to control risks, 
especially credit risk, can lead to insolvency.  
In this regard, this research aims to assess credit procedures and loan repayment policies adopted 
by KCB South Sudan Ltd. 
1.2    Statement of the Problem 
KCB South Sudan Ltd non-performing loans increased beyond the allowed levels which as a 
result affected the overall group business performance. According to the CBK report (2014), the 
high non-performing loan ratio of 8.4% registered by KCB South Sudan Ltd was due to poor 
quality credit processes and management as well as the conflict which began in December 2013 
and escalated in the country leading to its economic devastation for the past 30 months. Despite 
its growth regarding numbers, size and profitability in the South Sudan banking sector, KCB 
South Sudan still faces enormous challenges concerning management of risks that are exposed to 
it.  
Credit risk is a great risk because of its related effects on overall financial performance of 
commercial banks due to its critical role which involves financial intermediation (Karumba & 
Wafula 2012). Poorly managed credit exposure can lead to the issuance of bad credits which end 
up in unpaid debts commonly known as bad debts. According to Maina (2014), the total 
outstanding loan portfolio for KCB in South Sudan increased to 6.7% total of non-performing 
loans in 2014. In the banking industry non-performing loans negatively affects the financial 
performance recorded by commercial banks as the bad debts turn into expenses.  
Therefore, management of credit exposure is key to management of financial outcomes in 
financial institutions.  
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In the banking industry, interest income generated from lending activities make up to 75% to 
80% of the total revenue recorded by commercial banks. This means that failure to manage the 
credit administration process could spell doom for a commercial bank. This, therefore, implies 
that prudent management of the credit risk appraisal is an important aspect of commercial banks. 
There is great need to have instituted policies and procedures governing the whole process of 
credit administration to ensure that only good credit is issued and the level of nonperforming 
loans are kept low. According to Reta (2011), the probability changes in nonperforming loans are 
mainly attributed to changes in the external environment such as economic depressions and plain 
bad luck.  
Several studies have been conducted on credit assessment process and loan repayment. For 
instance, Pepur, Ćurak, and Poposki (2016) concentrated on determinants of bad loans in 
financial institutions from South East Europe where it was established that general changes in 
consumer price index, higher lending rates, and lower economic growth rate were likely to cause 
the level of nonperforming loans to increase. The findings indicated that credit risk was 
positively correlated with bank-specific variables including total assets controlled by the bank, 
financial outcomes and ability to keep operations into unforeseeable future. Aduda and Gitonga 
(2011) examined how the profitability of commercial banks in Kenya was affected by credit risk 
management practices. The findings indicated that failure to manage credit risk exposure could 
mean a total collapse of the financial institution as bad loans will be issued which will lead to 
higher non-performing loans. In another study, Moti, Masinde, Mugenda and Sindani assessed 
the performance of loan repayment methods. Findings indicate that credit terms, incorporating all 
key stakeholders in the process of formulating and execution of credit policies and in 
determination of the costs of credit for customers and credit risk controls adopted affected loan 
performance. Other factors included: taking insurance covers for all credit advanced, signing 
restrictive agreements with loan beneficiaries limiting their access to more credit using the same 
collateral, extending credit to applicants in diverse sectors of an economy as opposed to only a 
few.  
The existing studies have concentrated on other elements of credit appraisal and not the credit 
process and how it influences repayment of bank loans in KCB South Sudan Ltd. This study 
therefore seeks to assess if the repayment of bank loans in Kenya Commercial Bank in South 
Sudan is influenced by the credit assessment process. 
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1.3    Objective of the Study 
The objective was to assess the influence of credit assessment process on repayment of bank 
loans at Kenya Commercial Bank South Sudan Limited. 
1.3.1 Specific objectives of the Study 
The specific objectives of the study were: 
i.    To determine the influence of credit risk identification on repayment of loans in KCB South 
Sudan Ltd. 
ii.   To establish the influence of credit risk analysis and appraisal on repayment of loans in KCB 
South Sudan Ltd. 
iii.  To establish the influence of credit approvals on repayment of loans in KCB South Sudan 
Ltd  
iv.  To find out the influence of credit risk monitoring on repayment of loans in KCB South 
Sudan Ltd 
 
1.4 Research Questions 
This study sought to answer the following research questions: 
i.   What determine the influence of credit risk identification on repayment of loans in KCB 
South Sudan Ltd? 
ii.   What is the influence of credit risk analysis and appraisal on repayment of loans in KCB 
South Sudan Ltd? 
iii.    How do credit approvals influence repayment of loans in KCB South Sudan Ltd? 
iv.  To what extent does credit risk monitoring influence repayment of loans in KCB South 
Sudan Ltd? 
1.5     Significance of the Study 
The study would be of significance to the various categories of individuals and groups. The 
findings of this study would be important to future scholars and researchers as it would act an 
empirical source for their studies besides suggesting areas for further research.  
The study would contribute to scholarship as it would include the work of other researchers in 
this field and also make recommendations on areas that other researchers can closely monitor. 
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The findings would also be helpful to individuals, international and local organizations who are 
customers and shareholders of various banks in South Sudan by providing important information 
on the process of credit assessment when applying for a loan. This study highlights the key areas 
that banks would focus on in processing the loan applications thus helping them to avoid delays 
upon application for a loan. 
To the Government agencies and other policymakers/bodies, this study would offer them useful 
basis in guiding them when formulating policies and legislation that cover the banking 
operations in South Sudan mainly in the area of advancing of credit and loans.  
 
1.6    Scope of the study 
This main focus of this study was the credit assessment processes and loan repayment in KCB 
Bank South Sudan Ltd. The study, therefore, was limited to credit risk identification, credit risk 
analysis and appraisal, credit approvals and credit risk monitoring. The study was conducted on 
KCB South Sudan Ltd for a period of one month from September to October 2016.  
 
1.7   Chapter Summary 
The main objective of this study was to determine the influence credit assessment process on 
repayment of Kenya Commercial Bank loan in South Sudan. In detail, the study sought to 
establish whether the credit assessment process mainly comprises of credit risk identification, 
credit risk analysis and appraisal, credit approval and credit risk monitoring has any influence on 
repayment of bank loans.  
This study would be of significance to customers/borrowers and shareholders of various banks, 
other scholars and researchers and Government agencies in South Sudan. The study narrowed 
down its research on Kenya Commercial Bank South Sudan Limited and was conducted during 
the months of September and October 2016. 
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CHAPTER TWO 
LITERATURE REVIEW 
2.0 Introduction  
This chapter presents literature review as presented by other scholars and researchers on the 
subject of credit assessment process on repayment of loans. It presents the theoretical and 
conceptual framework clearly illustrating the relationship between the independent and 
dependent variables. The empirical literature section presents the studies of other scholars so as 
to help build a profile of previous studies done and how different they are from the current study. 
It has a conceptual framework that links the independent and dependent variables of the study. 
This chapter dwells mostly in analyzing critical issues from different literature sources to finally 
ascertain the current facts. In this process, the present studies are linked to past studies to deepen 
knowledge in future studies. 
This chapter also explains in details the role of a financial institution and how it increases its 
viability and sustainability in the money market which depends majorly on the selection of loan 
applicants with high chance of repaying loan advanced to them while rejecting those with a high 
propensity of defaulting. 
2.1 Theoretical Literature Review 
This section describes the theories on which the study is anchored. It specifically presents four 
theories including information theory of credit, the 5 C‟s model of client appraisal, the theory of 
credit scoring and competitive pricing of default risk and mordern portfolio theory.  
2.1.1 Information Theory of Credit  
This theory was adopted by Stiglitz (1981) to help provide an explanation as to why different 
applicants of credit get different amounts approved at different times. The theory helps bring into 
focus the role played by information in the evaluation of credit applications to determine the 
decision as to whether to issue credit or not. The amount advanced as a loan would most of the 
time be dependent on the ability of the financial institution to determine with certainty the 
probability of repayment of an applicant. In cases where there exists a low probability of 
repayment, banks will always reduce the amounts advanced to reduce their risk exposure.  
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This explains as to why financial institutions including banks inquire to know more about the 
history of prospective borrowers from either public or private registries to develop more in-depth 
credit markets information.  
Banks make use of the information gathered about the loan applicant to determine as to whether 
to extend the credit facility to the applicant or not. It also provides information that will inform 
the kind of covenants to be signed to cover their exposure to the risk of non-repayment. This 
information will also provide clear indication to the bank the costs at which it will need to extend 
credit to the borrower to compensate for the extra risks assumed understanding more about loan 
applicants and regarding repayment behavior (Walsh, 2003). It will additionally provide 
information on the amounts borrowed and repaid, the providers of the previous loans accessed 
and the conditions under which the credits were issued, they get to understand the kind of 
customer they are dealing with and the probability of the loan beneficiary repaying their loans 
until they are fully settled. This theory is relevant for the first two specific objectives which are 
credit risk identification and credit risk analysis and appraisal, as the information available at the 
time of appraising an application will help the credit officer in identifying the risks that the 
financial institution is exposed to and how the risks are analyzed. This theory will also enable 
financial institutions to analyze the potential borrowers to reduce the risk of nonpayment of loans 
leading to bad debts which will affect the financial position of the financial institution.  
Beck, Klapper & Mendoza (2010) in the study typology of partial credit guarantee funds around 
the world stated that the process embodies control measures that ensure that the right 
documentation and securities are provided by the borrower. This credit whole process should be 
done and approved within the credit policy. The credit process mainly comprises of the 
imposition of requisite fees, properly maintaining of files and updating information. This process 
also involves document review, legal drafting, waiver of terms and collateral checks. Loan 
documentation can help to layout the loan agreement and securities before the advancement of 
any loan. Additionally, it also provides essential ground for the bank to take legal action in case 
the borrower fails to honor payment within the agreed time (Beck et al., 2010). Credit 
documentation takes place after the loan application has been appraised, and defines the terms 
and condition in which the loan has been attached.  
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Also, the interest rate is the amount of price of credit and any services of loan processing. The 
level of interest can influence the ability of loan repayment. When interest is made low, the client 
is more willing and able to apply and pay the loans, while the high amount of interest 
discourages the loan application and repayment. When the borrower income increment is lower 
than the rate of interest rate increment, the borrower is most likely to default on loan repayment. 
Interest rate can also be defined as the cost of borrowing money expressed in fraction or 
percentage of the total amount borrowed.  
According to Armendáriz & Morduch (2010) journal in the study that entails the economics of 
microfinance which stated that before taking any loan, the borrower usually evaluates all the 
costs that are involved against the expected amount of returns expected and thereafter, the 
borrower will decide if they can apply for the loan or not. The lender or the banker has to 
consider many factors in decision making before advancing credit to the borrower. These factors 
includes; administrative costs, inflation rate, personnel, cost of production, the probability of 
loan loss and the rate of capital growth. The interest imposed by any financial institution should 
cover the cost of services and also act as a source of revenue for the bank. This makes different 
financial institutions to charge unusual amount of interest rates depending on the internal and 
external environment. 
2.1.2 The 5 C’s Model of Client Appraisal  
The 5Cs model was developed to provide a criterion for determining the creditworthiness of loan 
applicants. The 5Cs include some of the borrower characteristics. This involves character which 
is more concerned with reputation. Apparently, capital regarding the leverage position, capacity 
which revolves around fluctuations in the borrowers‟ incomes and earnings, conditions which 
focuses on the investment in which the borrowed money is to be invested, and collateral which is 
the security offered by the borrower to secure the loan. All these provide critical information 
about the applicant regarding their ability and potential to repay the amount extended to them. 
Credit administration experts within a bank are trained on how to evaluate these aspects to make 
informed decisions as to whether an applicant can repay the loan considering their 
circumstances. Based on their decision, they either decide to advance the credit facility or decline 
all together (Pride, Hughes, & Kapoor, 2008). Analysts‟ at the financial institution check the 
character of the applicant in terms of their value system, ethics and credit history from credit 
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reference system. They also check on financial capability by looking at the income statements, 
their revenue remittances and other income generating venture they pursue.  
They also check their capital by analyzing their assets and their liabilities. The analysts also look 
at collateral (security) tangibility of liquidity of the assets owned by the applicant. This theory 
supports the objective of credit approvals. For loan officers to approve any loan, they determine 
beyond reasonable doubt the ability of the applicant to repay and their capacity using the five C‟s 
which guides them in credit appraisal. Most of the banks in South Sudan are reported to have 
little capacity and get low interest when they advance long-term capital as reported by the World 
Bank. The main reason for this is too many short-term portfolio costs and also the risk associated 
with it.  Basing on the current situation in South Sudan, the Kenya Commercial Bank South 
Sudan Ltd is reluctant to offer long-term loans due to the country‟s economic situation. Bank 
loans can be categorized into three, small medium and big loans. Many banks and other financial 
institutions prefer big loans because the transaction cost is greatly reduced. Loan efficiency is 
determined by how it stimulates business performance and the ability of the borrower to repay it. 
In extensive credit rationing, where the bank decides to issue soft loans to too many clients leads 
to poor loan sizing. It is also argued that advancing to much loan to a borrower may tempt the 
borrower to use money in other activities.  
2.1.3 Theory of Credit Scoring and Competitive Pricing of Default Risk  
Credit scoring entails the study of David Durand in the area of consumer installment financing 
published in 1941 by a firm engaged in knowledge diffusion of how the economy works. The 
study was made to order in 1937 after observing that consumer financing faced the Great 
Depression better and registered relatively small losses compared to other credit markets 
(Durand, 1941). The study pioneered the use of statistics in analyzing credit risk factors in 
consumer financing. Through testing of 37 firms involved in lending business, it identified 
various bad credit risk management habits among financial institution. One of the disputed habits 
was an evaluation of records which bore no significance to the future happening and thus their 
failure to predict with certainty the probability of failure to repay principal and interest amounts. 
Credit scores are used in lending institutions to award an applicant based on the information 
supplied in the application form and maybe a few records and information about the borrower to 
determine the amount of credit to be advanced.  
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Scores of borrowers decline if they default on their loans and the same applies to those who run 
up debt leading to higher interest rates (Chatterjee, Corban& Rıos-Roll 2011).  
This is mainly done in an appraisal format which determines whether a given applicant scores 
the minimum points for advancing credit or not. Based on the scoring results, the loan appraisers 
form a decision which could be either issue credit or decline issuance altogether. Lending 
institutions also look at bankruptcy signals or status and future credit risk to correctly price loans 
(Corban 2014).  This theory is relevant for this study as it supports credit risk monitoring. 
Through scoring, the Bank can determine the creditworthiness of an applicant. Collateral is 
another factor that cannot be sublimed. Collateral (security) is valued assets surrendered by the 
borrower to secure a loan. When the borrower does not honour the payment on agreed terms and 
condition, the lender can seize the assets. Therefore, this makes it easier for an individual or a 
company to obtain loans by use of collateral. In most cases, the value of the collateral (security) 
surrendered is of higher importance than the amount of credit secured. Another way a financial 
institution may use to recover its loans is through suing of a group. Alternatively, using a group 
as collateral implies that, when one member fails to pay the mortgage in due time, the other 
members can step up and pay the loan. However, this also makes it possible for members to 
monitor other members, thus improving loan repayment. Though, it has been found, through 
some studies that some members are willing to pay for others while others are not acceptable to 
this option. Collateral (security) also acts as a motivation to the borrower to work hard so that the 
borrower does not lose assets which are usually valued more than the amount of the borrowed 
loan. Apparently, this may reduce the cost to the lender but also increases the cost to the 
borrower due to asset transfer process. 
2.1.4. The Modern Portfolio Theory. 
The Modern Portfolio theory is known to have been published by Harry Markowitz in 1952 in 
his journal of Finance. Although Markowitz was the publisher of this theory, he was not the first 
one to appreciate the power of diversification. The theory was the first system used to help to 
quantify the best method of constructing a portfolio. The theory states that all the potential 
investors should select the lowest risk allocation in regards to specific returns (Francis & Kim,  
2013).  
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Modern Portfolio Theory (MPT) is an investment model whereby the investor attempts to choose 
on the least level of the market risk to attain maximum-level returns on a specific investment. On 
the other hand, despite being used by various financial institutions, there are many criticisms and 
variations of the theory. Therefore, it is advisable that most financial institutions such as banks 
should apply MPT in their investment portfolio for maximum returns. Consequently, all the 
investors wish to achieve the highest possible long-term returns without taking highest levels of 
short-term risk which exists in the current market. This can only be done effectively through 
diversification (Elton, 2010). A potential investor can hold a collateral (security) that has high 
risk, but is not advised to combine with other types of investments or assets. This will enable the 
portfolio to balance because the risk will be lower as compared to some of the underlying 
investments. For instance, based on the asset class, stocks are considered to be higher in market 
risk as compared than bonds. This is for the reason that a portfolio consisting of stocks and 
bonds, which may accomplish a reasonable return for a relatively lower level of risk. The 
international stock and small-cap stocks are believed to have a higher risk as compared to large-
cap stocks. However, both stocks can combine to give rise to above average returns.  
The principle of diversification creates a portfolio that entails multiple investments to minimize 
the general risk. This will attract all the potential investors to select the portfolio. An investor 
with the unique stock and assests is likely to face less risk (Picerno, 2010). Additionally, the 
assets should be less correlated to each other to reduce the net risk. In general, portfolio theory 
comprises of balancing return and risk. This is done by maximizing returns and minimizing risks. 
The objective is to diversify the risks in order to balance the returns.  
The Modern Porfolio theory is a very useful process during the credit assessment process in 
banking system (Saunders & Allen, 2010). This is a process aims at establishing the credit risk of 
an individual through measuring it. This will enable a bank to control and contain credit of 
different borrowers by use of laid out strategies. It involves the proper management of credit 
facilities to ensure full and orderly payment of loan. A clear framework strategy on monitoring 
of credit advanced which decides when to apply workout strategy when credit performance starts 
to deteriorates. According to Saunders and Allen, banks and other financial institution should 
have a tradition of how to handle funds that must be repaid (Saunders & Allen, 2010). This will 
enable the bank to adapt to different circumstances, thus boosting its chances of success.  
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The bank should be ready to take and seize client collateral when the clients default in his or her 
loan repayment. The financial institution should also step up the process of loan recovery by 
deploying its staff or debts collecting agencies to recover their funds, install a system of tracking 
real losses and late payment by clients. All this effort can make it possible for financial 
institutions to be efficient in realizing high returns in their resources.  
The principle aim of portfolio management is to ascertain the degree of loan repayment 
according to Kithinji, A. M. (2010). It also involves the review of loan classification in a 
financial institution and determines its viability. Other things to consider in the management of 
portfolio are the quality of collateral held in monetary and its ability to be sold. Furthermore, the 
borrower should have the capacity to generate the required amount of money within the 
stipulated period of time.  
Asset classification is also another aspect of portfolio management (Fabozzi & Markowitz, 
2011). Asset classification is the assignment of credit risk grade in accordance to the likelihood 
that debt obligation is settled within the stipulated time frame. Any asset that the bank is taking 
risk against it should be well classified. Assets are usually classified a few times in a year basing 
on their origination. During the asset classification review, the following factors are put into 
consideration; the loanee financial position, loan repayment services, friends of economy, and 
the dynamic changes in the market and other economic performance.  
The management of credit review, collateral, covenants, financial situation, and repayment are 
some of the areas involved in the credit administration. This process makes sure that the credit 
worthiness of client established earlier on is well maintained and on the right track. Once the 
bank has advanced a loan, the loan should be managed actively so that it doesn‟t deteriorate and 
that all the payment are fully realized.  
It is also possible that some good credit can turn to be problematic. This may arise when the loan 
officials fail to pay attention to the warning signs that arose over the period of loan servicing. 
During the portfolio management, the bank should conduct regular onsite visits, contacting the 
borrower regularly and also checking if the borrower is compliant  with the contract signed.  
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There is one major type of borrowers who present the most challenging monitoring process to 
banks, this group of borrowers mainly consist of those who break the moral covenant by 
changing their behavior making it difficult for a bank to predict them. It is the work of credit 
officer to detect the early signs of noncompliance and loan repayment deterioration by the 
borrower. Noting the early signal will prompt the bank to take requisite action to avert bad loans 
and also increase the effects of corrective actions. Some of the signs a bank should take into 
consideration includes perennial rolling over credit, persistent or constant failure of the borrower 
to keep appointment, increased incidences of decreased deposit, request for an increment for a 
new facility without the borrower retiring on the current facility and also request for short term 
facilities in addition to the current facilities. Lending institution should always strive to ensure a 
healthy management of their portfolio with the borrowers. 
2.2 Empirical Literature Review 
This section covers studies presented by other scholars and researchers relevant to the topic. The 
section is arranged in line with the research objectives to inform the formulation of research 
instrument questions. 
2.2.1 Credit Risk Identification and Repayment of Loan 
In order to take mitigation steps in risk management, it is important the risks present in a given 
process are identified, profiled to come up with an appropriate measures of mitigating it. Credit 
risk identification is the process that starts at the point of discovering the exposures of the 
business and assessing the potential loss following the occurrence of a said unforeseen event.  
There are studies which have analyzed the relationship between credit risk identification and 
repayment of loans across the world. Some of these studies are discussed below. 
Risk identification is vital to any financial institution that gives credit to its customers, it helps in 
effective risk management within the institution. The first step in risk identification, this is the 
process of identifying associated specific risks and prioritizing the key risks which are appraised 
and after that endorsed by the management committee. It is also important to note that banks as a 
financial institution should be able to bear and to carry out assessments for each of the risks and 
the impending negative impact they may pose if it is not managed well.  
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Some of the risks that need to be checked include interest rates risk, liquidity, credit, operations 
and strategic risks; this view is held by Jimale and Need (2017) when they investigated on credit 
risk management and access to banking services by Islamic banking customers in Kenya.  
Ang and Longstaff (2013) on studying the systemic sovereign credit risk, stated that in order to 
assess the credit risk of a loan advanced to a borrower, it is necessary for the lending institution 
to take a close look at the borrowers‟ economic and legal situation as well as the relevant 
environmental situation regarding the economic growth, political stability and factors affecting 
the industry or sectors of the economy.  The vast majority of credit institutions serve different 
customers from different segments of the population and the economy. After grouping the 
customers, the lenders must identify areas where that would lead to risk in credit terms to the 
organization and may make the borrower unable to repay the loan amount in full. 
In the study by Moti, Masinde, Mugenda and Sindani (2012) assessed the effectiveness of credit 
management systems on loan performance in microfinance institutions in Kenya. The study 
found that institutions involved in lending, including commercial banks, mortgages, SACCOs 
and micro-finance institution carefully assess credit risk and potential changes that may make the 
borrower not to be in a position to make periodic payment of principal and interest rate as agreed 
upon during the extension of credit. The decisions made by financial institutions in such 
circumstances influence the probability of having the loan extended fully repaid or ending up as 
bad debts. The lenders need to gather as much information as possible about the applicant to 
determine beyond reasonable doubt the likelihood of the borrower failing to repay the principal 
and interest as and when they fall due.  
A study by Chepkoech (2014) on how credit assessments affected the level of loan repayment in 
commercial banks in Kenya. The study carried out a census where all 43 commercial banks 
operating in Kenya were included. In order to establish the relationship between loan repayment 
and the various independent variables, the study applied multiple regression analysis. It was 
revealed that financial ratios were vital in predicting the ability of an applicant to repay their 
credit as planned. Another key factor included the profile of the loan applicant and the skills and 
experience of credit administration staff members in the financial institution.  
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The same study revealed that the bank staff would collude with customers and award loans to 
non-qualifying applicants. This was a weakness in the structure of credit appraisal, and as 
financial institutions automate their credit processes, such problems can be weeded out or 
minimized.  
Gatuhu (2013) examined how the financial outcome of microfinance institutions in Kenya was 
affected by the function of credit management in Kenya. The study applied a census survey 
where all the MFIs were included in the study. Various credit appraisal methods were considered 
to determine the ones that proved effective. From the findings, it was revealed that methods 
applied in appraising loan applicants, the policy and provisions about credit collection and the 
measures put in place to manage credit risk exposure affected financial outcomes posted by 
MFIs. The study recommended that MFIs enhance their collection policy that is standard and 
aims at reducing the rates of default and improve on the loan repayment.   
Kithinji (2010) in studying methods applied by commercial banks in the management of credit 
risk and their financial performance found out that commercial banks must identify all the risks 
that are involved with advancing credits to customers and other businesses and organizations. 
The risk must be scored to analyze better how it will affect the profitability of the firm and more 
importantly not to lead it into financial problems (Kithinji, 2010). Furthermore, there is a need 
for credit monitoring so that the financial institutions can appreciate the borrowers‟ current 
financial status while ensuring that all borrowers comply by the credit policies set in place by the 
bank. This would help them reduce chances of borrowers not meeting their loan obligations in a 
timely manner and in full. 
Maina, J. N., Kinyariro, D. K., & Muturi, H. M. (2016). Influence of Credit Risk Management 
Practices on Loan Delinquency in Savings and Credit Cooperative Societies in Meru County, 
Kenya. International Journal of Economics, Commerce and Management. United Kingdom, 
4(2), 763-773. 
The study revealed that there exist a strong correlation between credit risk controls, collection 
policy and loan delinquency in SACCOs. Thus the study concludes that credit risk management 
practices significantly influenced loan delinquency in SACCOs in Meru County.  
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The study went on to recommend adoption of a more rigorous policy on credit risk management 
practices in SACCOs for efficient debt recovery. 
In another study of risk identification, they established a downstream utilization of risk 
identification. The first method is the stress test scenario design during the risk identification 
process, the risks identified should ensure the banks key vulnerabilities are well identified (Borio 
et al., 2014). For example, when a financial institution requires paying attention to other players 
who can affect the industry in terms of loan payment. Like when the price of petroleum increases 
sharply, it may affect other sectors like transport industry. These other affected industry may 
experience an increase in total cost of production, hence reduction in return. Such a situation 
should be factored in during risk identification. 
Another utilization of risk assessment process is risks measurement and modeling. It was found 
out that risk identification by the granular model is a very effective method of recognizing risks 
(Suter, 2016).  There are scenarios where raw information or complexity of the situation limits 
the modeling of risk. In such situations risk identification can help forecast the drastic scenario 
by coming up with narrative that describes it. This will prompt for necessary measures to be 
undertaken by the financial insitution. These measures to the applied by the bank can include but 
not limited to, increasing the interest rate, taking collateral of higher value, informing their client 
of impending economic crisis and many more actions. 
There should be someone assigned to own the credit risk according to Sadiqqi (2011) as another 
way of how risk identification can be utilized by the bank. The person is bestowed with 
responsibility of measuring, reporting and controlling the risk. This form of specialization in risk 
management can really help a financial institution to come up with better ways of risk 
management. The person assigned a given risk responsibility is able to concentrate well on all 
the factors, without being destructed by other kind of risks. A bank can assign different 
individual to handle different type of risk basing on the how they have classified the risks. More 
complex risks that involve multiple factor can be assigned to a more experienced person. Less 
involving risk can be assigned to persons with little experience in the financial institution.   
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Another way of risk utilization, which may be of significant importance, is strategic risk 
management. Risk identification by impact provides useful information on how to plan and 
prioritize them. A bank should also take into consideration other alternative strategic measure, 
and assess their effect on downside risks. Some risks identified by the bank, like an impending 
economic trough, should be addressed with urgency. Other risk factors, like foreseen natural 
calamities, can be managed by installing a long term measure to cub the events when they occur. 
The process will help the bank to reduce resource wastage, and at the same time, increase the 
possibilities of repayment of loan.  
2.2.2 Credit Risk Analysis and Appraisal and Repayment of Loans 
This process enables the extension of credit facilities to a given applicant. Most banks first and 
foremost need to assess the risk exposure in such a contract. They need to have adequate 
information on the applicant, process this information so as to inform their decision. This process 
of collecting and analyzing information about credit applicants to determine their risk class is 
called credit risk analysis. Mwangangi (2014) in a study on the analysis of the efficiency in 
assessing the scoring of a loan applicant in coming up with a decision as to whether they are 
likely to repay their outstanding loans showed that the appraisal process played an important 
role. The study considered the case of Agricultural Finance Corporation-AFC although this could 
not be applied to another study setting as the conditions of credit administration differ. The study 
found out that the use of credit scoring of a particular borrower positively and significantly 
influenced the repayment performance in AFC as it facilitates quick loan turn-around, 
consistency in lending, and the basis for risk pricing for loans advanced to customers. However, 
The Agricultural Finance Corporation should work together with other credit institutions by 
sharing information on clients who come in seeking to get an advance or a loan. By sharing 
information, the agricultural finance corporation would benefit in that they would be able to 
avoid a situation where they award loans to clients who have defaulted loans elsewhere and are 
risky with high chances of them also defaulting in their payments. Furthermore, the Agricultural 
Finance Corporation should have short and effective credit scoring processes. 
McNeil, Frey and Embrechts (2015) while looking at quantitative risk management: concepts, 
techniques and tools stated that information is critical in the assessment of credit risks on 
different borrowers. The study noted that the risks mainly depended on the current and previous 
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circumstances a borrower has been in, the financial worth of assets surrendered as security, 
ability to convert the assets into cash, among other variables. The study appreciates the 
application of credit history in the determination of the ability of an applicant to fully repay the 
amount advanced together with interest accrued. The financial institution needs to have a diverse 
source of information to ensure that it collects its independent, unbiased information about loan 
applicants. This helps in making quality decisions as to whether to advance credit or not.  
Magali (2014) while studying how leadership in an organization and the governance practices 
observation affect credit risk management in Tanzania‟s rural SACCOs. It was discovered that 
the business owner‟s personal credit history with the lender or lending institutions is not the only 
basis of decision making. Loan approval is based majorly on computer analysis that rate the 
borrower and either accept or decline that application based on the borrower‟s rating. An 
application for a loan can be accepted within hours or days based on availability of all necessary 
information, amount of money borrowed and terms and policies the lending institutions follow. 
The study further indicated that decisions on approval of loan applications are based on the 
scores awarded. These can also be used to price loans as they define the risk profile of the 
customer, ways of handling of late payments and delinquencies and doing an estimate of the 
number of profits that the loan should generate towards the lending institution (Magali, 2014). 
Egami and Yamazaki (2013) in their journal on precautionary measures in the management of 
credit exposures wrote that all loan applicants fill an application form that could be in soft copy 
or hard copy and the lenders have analysts who do credit scoring to determine if to approve or 
disapprove the loan application based on policies, rules and terms set by the lending institution. 
Credit Scoring is one of the commonly applied methods in predicting the chances of a given loan 
applicant defaulting on their loan repayment obligation and the ability to make scheduled 
payments on time or not. Credit scorecards can also be used as a tool in predicting the behavior 
of new applicants. This is made possible by way of analyzing the performance of previous 
applicants who have similar characteristics as the new applicants ie those in the same 
professional occupation or line business, within a particular age group or it could be gender-
based and by looking at these factors and the history that the lending institution has experienced 
with them, the analysts can predict how the new loan applicants will behave (Egami & 
Yamazaki, 2013).  
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Ngare (2008) looked at practices adopted by Commercial Banks in the management of their 
credit risk exposure where it was established that the scorecards could predict the performance of 
existing accounts by basing it on past experience of accounts with similar characteristics. Credit 
scorecards can be divided generally in two basic categories mainly statistical method and 
judgmental method. Judgmental scorecards which at times can be referred to expert-based 
scorecards are developed by integrating the best practices and the knowledge of senior credit 
officers. They are used by the junior analyst in an organization in the process which results in 
speedy decision making. They are also useful in standardizing and simplifying loan application 
from the different applicants. On the other hand, the statistical scorecards are built with data 
from actual loans and applications, and they have the important added benefit of quantifying the 
probability of default (Ngare, 2008). 
The core and main function of every savings and credit co-operative society are providing credit 
services. An efficient credit management section within the SACCOs ensures that there is an 
equitable distribution of funds and it also encourages liquidity planning as it is noted by Essendi 
(2013). The results of the study showed that members of the SACCO formulate credit policies 
with some degree of involvement by staff members and the directors. Since the management of 
loans and credits is the work of the management of SACCOs; it is essential for them to 
formulate, review and amend the loans policies to reduce the incidence of members failing to 
repay their loans. This is a process conducted by a financial institution to ascertain the level of 
risk associated with the advancement of credit facility to a borrower. It involves meticulous 
assessment which is done by bank or any financial institution before loan advancement; it also 
looks into the commercial, financial and technical well-being of a given project, its funding 
history and patterns and further analyses the primary security and collateral available for fund 
recovery in case of any default. 
Credit appraisal is a fundamental process in loan advancement process. It consists of gathering, 
processing and adequately analyzing information so that the financial institution can gauge the 
creditworthiness of the client. There are various standard methods that can be used in the credit 
appraisal process. This process may include LAPP, 5P‟s and 5C‟smethod, PACT, CAMPARI 
method, previous experience methods and financial analysis. The financial institution has its 
directives, procedure and credit policy that guides the credit appraisal procedure. 
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According to Peavler (2013), one of the commonly used credit appraisal system is the 5C‟s 
method which stands for Capital, Collateral, Character, Condition, and Capacity. This credit 
appraisal method is illustrated below. 
•   Capacity, this tells the borrower‟s ability to pay the loan as principal borrowed and interest. 
•  Collateral, this can be an asset at a given value that acts as security which banks and other 
financial institution usually require collateral that serves as insurance, in case the borrower 
fails to pay the loan within the stipulated period, the bank will sell the assets in a bid to 
recover the loan. 
•  The money that is invested in a business venture is termed as capital. More so, is the value that 
tells the level of risk of a given business entity. 
•   A condition, this refers to the financial situation of an individual or a firm, it also applies to 
the economic and political state of a country. 
•  Character, this describes the attitude of the borrower towards loan payment. There is no 
standard way to determine borrower‟s character; hence the lender will evaluate subjectively 
on the trustworthiness of the borrower. 
Giné & Karlan (2014) in the journal Group versus individual liability: Short and long term 
evidence from Philippine microcredit lending groups stated that the 5Cs method facilitates the 
credit appraisal process by a financial institution and enhances repayment of a loan, reduces the 
repayment period, asks for collateral interests rates or any other payment forms as illustrated 
below. 
Key factor  In support of Issues 
 
 
Character 
 Business management ability. 
 Family background.  
 Honesty. 
 Community reputation. 
 Group behavior in terms of loan 
payment. 
Information concerning the 
family. 
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 Credit rating with other financial 
institution and banks. 
 
Capital  Needs and the way loan is used 
in relation to the type and 
condition of the loan advanced. 
 If the family assets and amount 
money invested in the business 
 
The amount of the money 
capital and asset the owner 
has contributed to the 
business. 
Condition  The regional situation in terms 
of economy in relation to the 
type of business. 
 Risks associated with price 
fluctuation and economic 
troughs and their frequency. 
 Risks associated with production 
process of the business. 
 
The key issues that may 
impact the business ability 
to generate revenue and 
which may affect its ability 
to pay the loan. 
Capacity  The growth of business liability in 
relation to the rate of business 
growth. 
 Repayment capability 
 The measure of cash flow in the 
business and how the family 
need impact the financial 
position of the business. 
 If there are other loans and the 
capacity of the venture to repay 
the loans. 
 
 
29 
 
Collateral  The value business assets. 
 The financial status of guarantor 
and their character. 
 Availability of group guarantors. 
 The value of assets of the family. 
The bank has to look for 
other security in case the 
business fails to pay the 
debt.  
 
 
There is also need to classify risks in order to make financial decision. Comprehensive credit 
assessment framework (CCAF) provides accurate rating systems that enable the financial 
institution to organize risks of credit into 5C‟s of credit. 
5Ps is another method of evaluating credit applications that can be used by a financial institution. 
5Ps stands for people, purpose, payment, protection and perspective. These principles are 
enshrined in Federal Reserve Centre. Their implication is as follows; 
 Payment, the bank are financial firms who are the lenders should know the purpose so 
that they can quickly see the source of repayment and after that structure the repayment 
schedule in consideration of the borrower time of receiving the capital.  
 People, the lender has to know the borrower behavior when it comes to honesty, 
reputation and timely payment of any loan accrued in the past. This is assessing the 
financial character of an individual when it comes to loan matters.  
 Purpose, the lender should know the meaning and how the money is going to be utilized, 
this can offer an opportunity for the lender to advise the borrower on better ways of 
utilizing the funds for faster loan repayment. 
 Protection, any financial institution should be able to assess the value of collateral and 
assets and their ability to be sold. 
 Prospective, this principle outline how the loan will be monitored and what a bank can 
do in case of a default. 
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According to Giné & Karlan (2014), the LAPP method of credit appraisal consists of 
Liquidity, Profitability, Activity, and Potential. Each of these elements of analysis is outlined 
as below; 
 Profitability, this analyses the revenue and expenditure of firm income so to ascertain 
how much in a given period a firm can get regarding net profit. 
 Liquidity, this implies the ability of a borrower to pay its short term payment regarding 
loans and daily requirement of the business. 
 Activity, this takes into account the overall operation of a firm regarding production size, 
amount of services rendered and the sales of the business venture. 
 Potential, this principle ascertains the available asset in a firm and its ability to expand in 
the future. 
Another method that is used during the credit appraisal is the PACT method. The initials stands 
for the following; P is for Person, A stands for Ability, C for Collateral and T and Terms.  
CAMPARI is also another model that any financial institution or bank can use in the process of 
assessing the potential loanee before advancement of loans.  
This model comprise of;  
 Character, which is the ability and willingness to pay back the loan. 
 Purpose, which is the main reason for borrowing the loan. 
 The amount, explains the quantity of the loan borrowed.  
 Repayment terms, this is the agreed condition that bank and the loanee have to honour. 
It encompasses the terms and structure of repayment. 
 Insurance, this outlines the value that can be recovered and its availability in case the 
borrower dies. 
Failure by a financial institution to adequately assess the creditworthiness of its customers will 
adversely affect the overall performance of the financial institution. Mutezo (2015) in his 
study of Small and medium enterprise financing and credit rationing: the role of banks in South 
Africa  observed that loan experience could also affect the performance of a borrower. The 
author stated that a less experienced borrower have a lesser ability to manage loans; hence they 
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have lower creditworthiness, while a highly experienced loanee has better solvency since they 
possess a better ability to handle investments. This observation shows that new borrowers have 
greater risks since the bank or financial institution is not familiar with the repayment character of 
the original borrower. This will go a long way in shaping the loan policies of any given financial 
institution.The author argues that before any financial institution gives away loans, they have to 
undergo the evaluation stage which involves the screening of documents presented by the 
borrower and amount rationing stage to determine the optimal amount that can be advanced to 
the borrower (Mutezo, 2015). 
Banks can also use internal rating model for the purpose of loan approval process which factor in 
client class ratings and loan pricing. All this effort undertaken by the bank is mainly to reduce 
the risk due to moral hazard and poor selection as stipulated in the Bassel Committee on Banking 
Supervision. 
2.2.3 Credit Approvals and Repayment of Loans 
The process of credit approvals ensures that all the due process of loan assessment has been 
adhered to before the loan is advanced to the borrower. This includes approval of documents and 
other securities before money is availed to the borrower. It is argued that when the whole process 
of disbursement is compromised, the process of credit appraisal is weaken and abused. For 
proper credit management, a financial institution should ensure that there is adequate collateral, 
documentation and trusted guarantees. Zimbalchew (2015) journal of Assessment of Loan 
Recovery Performance in Construction and Business Bank stated that proper disbursement 
process will also help the bank to have appropriate resources to take legal action in case the 
borrower fails to pay, thus reducing incidences of bad loans. Every lending institution should 
have sound credit approval authorities that would analyze each application and objectively 
approve or decline the application based on facts. This committee may range from credit analysts 
to managers and the board of directors of the lending institution. The personnel must be well 
trained and professionals in their field in order to improve the outcomes of the credit section that 
will be measured by loan repayment. A prudent credit practice personnel ought to have customer 
relationship responsibility. 
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Chapman, Dodge, Millard, Satterfield, Smythe and Trigonoplos (2006) stated that whoever 
issues credit should also create some provision for bad debts because of the difficulty in 
estimating with precision the ability of the loan beneficiary to make periodic payments until the 
full extended amount is settled together with interest thereon. It is argued that irrespective of the 
effectiveness with which the appraisal is done, there is always some degree of failure to repay 
the full loan and interests accrued thereon. Failure to repay the entire amount and interest will 
eventually lead to losses which need to be provided for in advance. This explains the reasons as 
to why commercial banks take up insurance on all credit facilities advanced at the expense of the 
applicant. Maluni (2011) in his study The Relationship Between Credit Risk Management 
Practices and the Level of Non-Performing Loans for Commercial Banks in Kenya reveals that 
in cases where the applicant is not able to fully settle the amount outstanding, the bank can 
recover the same from an insurance company. This should, therefore, be of great interest to credit 
officers in the lending institution as areas that they need to look at before approving loan 
applications for different customers. Lending institutions should, therefore, have written 
guidelines regarding credit approval process in an effort of reducing loan defaults and 
nonperforming loans.  
Hotz, Kelly, Srinivasan and Jindia (2011) stated that all banks and other credit institutions are 
guided by their credit policies which are used in the evaluation process of all applicants either 
individual or corporate. The policy sets the rules regarding who qualifies to be extended the loan 
and who doesn‟t; it also has the credit terms including repayment arrangements, date repayments 
should be cleared, security and the necessary collaterals. Every lending institution should have 
sound credit approval authorities that would analyze each application and objectively approve or 
decline the request based on facts. This group may range from credit analysts to managers and 
the board of directors of the lending institution. The personnel must be well trained and 
professionals in their field to improve the outcomes of the credit section that will be measured by 
loan repayment. A prudent credit practice personnel ought to have customer relationship 
responsibility. 
Owizy (2013) studied the management of credit and its impact on the overall performance of 
banks in Nigeria with a concentration on the effects on its financials, with particular reference to 
UBA Plc. In the study, the performance of banks and the credit indicators represented as 
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financial ratios were mainly obtained from the financial institution's annual reports and financial 
statements as secondary sources which were from selected financial institutions from the period 
of the year 2004 to the year 2008. The study found out that there was an effect of credit risk 
management on the financial institution's profitability and which is linked to the repayment of 
loans that was advanced to the customers-individual ones and the corporate ones (Owizy, 2013).  
According to Cambridge English Business Dictionary definition, repayment of bank loan is the 
act of making payment to a credit. The whole process usually takes place over a given period and 
includes the principal and interest in installment fashion. The loan repayment process may also 
be lump sum payment with interest. 
Majority of banks face repayment problem and these problems may remain unresolved. More so, 
this has led to most of the banks and financial institution to employ the various methods in 
resolving this, which includes; moral suasion, use of guarantors, legal action against defaulters, 
and barring defaulters to further access to credit facilities. Factors such as social and economic 
can affect the rate of loan repayment. For instance, the gender, education level, marital status, the 
disposable income of an individual and peer pressure from group schemes affects the payment of 
loans in South Sudan.  
The following factors determine the level of loan recovery from borrowers; the current economic 
conditions, credit management by the bank, the interest rate charged and administration style. 
The most critical factor that determines repayment is the effectiveness of the credit appraisal 
system that can thoroughly manage customer credit line efficiently and intelligently. Mutezo 
(2015) in his study on Small and medium enterprise financing and credit rationing: the role of 
banks in South Africa revealed that proper appraisal system minimizes bad debt incidences and 
bankruptcies. The credit assessment process helps the financial institution to know credit history, 
financial strength and payment pattern of the customer before advancing a given amount of loan.  
Procedure and method applied in credit appraisal will determine the effectiveness of the 
evaluation process. The credit appraisal method that may be employed by a financial institution 
ranges from a subjective approach which may be simple to more complex techniques which may 
involve the use of computers or other stimulatory models. In this case, the purpose of this 
method is to ensure adequate scrutiny of clients before advancement of loans to the applicants. 
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The amount of interest charged on loan determines payment behavior, when an interest rate is 
high few people are willing to apply for and service their loans. Contrarily, low-interest rate 
encourages more people to apply for loans, and they can efficiently repay their loans. When 
consumer income is lower than the interest rate, there is an also increased rate of defaulting on 
loan repayment. 
The policies that guide credit management may influence the repayment of credit facilities in 
commercial banks. Njenga (2014) in the journal, The Effects of Credit Management Practices on 
Loan Performance in Deposit Taking Microfinance Institutions in Kenya stated that some 
customer will only default if the conditions dictated by credit policies states. This situation may 
prompt proper credit policy formulation. 
The economic condition of an individual or a firm may determine their payment behavior over 
the stipulated period of payment. Ounza, (2015) in his journal, Contribution of Saccos to the 
Growth of Entrepreneurship in Kenya: A case study of Mwalimu National Sacco states that if a 
business entity is experiencing a broad economic fluctuation, it may disrupt payment as earlier 
scheduled. Therefore, the credit policy on recovery and disbursement should put into 
consideration the economic fluctuation situation. 
After the whole process of credit appraisal has been conducted, the borrower is expected to repay 
the loan and adhere to the terms and conditions agreed. Each bank follows its repayment 
mechanisms. Tarko (2015) in his journal, The Impact of Non-Performing Loans on Banks 
Profitability in case of Dashen Bank Sc revealed that the repayment can be made weekly, once in 
every two weeks or monthly installments. Proper monitoring and thorough follow up action by 
the bank should also be put in place during the repayment period.  
Repayment schedule varies from one financial institution to another depending on the following 
factors; the financial institution needs, the borrower‟s need, interest rate policy of the financial 
institution, the reason and purpose of the borrowed money and the length of period the loan is 
supposed to be paid. The most commonly applied methods are; the similar principle repayment 
plan, amortized loan, sinking fund method and the balloon method. In amortized fund method, 
there is interest payment due to the remaining balance and the principal repayment.  
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In sinking fund method, is where the end of loan period makes a single lump sum, any payment 
before the end of the loan period, do not contain any portion of the principle.  
A financial institution can also apply the Balloon method, which involves equal installments in a 
given period and later a balloon payment is made at the end of the due course of the repayment 
period. The main aim of the ballooning method of repayment is to reduce the amount of periodic 
payment and also to reduce the time over which the loan is supposed to be repaid. For this to take 
place, small fee is expected in the first installments and eventually the final payment is cleared in 
a lump sum. The calculation of the amount to be cleared by the client is adhering to all terms and 
conditions. Giné & Karlan (2014) in their study found that the terms include timing of payment, 
interest rate, and amount of loan and the length of the loan. 
During underwriting process, the lender decides whether to advance loan to a borrower or not. 
The quality of underwriting a loan will ultimately determine the repayment of the loan (Bubb & 
Kaufman, 2014). The main reason of the process is to minimize undue risks as much as possible.  
An effective loan approval process should establish minimal requirement upon which loans 
should be based. The minimum requirement will enable the management to make better decision 
in line with the objectives of the bank, and also reducing risk and maintaining a healthy portfolio 
(Kithinji, 2010). Before the loan is approved, the credit officer should make sure that there is 
acceptable risk within the capacity of the bank to handle. 
Before any credit approval process takes place, the bank management has to establish its 
strategic plan; they should also formulate credit criteria and lastly, come up with exclusion 
criteria for the borrowers. In the initial process of underwriting and loan approval, the procedure 
of eliminating prospect borrower from soliciting list should be adequately considered. The 
process may help the bank to weed out clients who may not be credit worthy in accordance with 
the financial institution tolerance level of risk, target market that has been identified, or the type 
of product and services offered (Lin et al., 2015).  
Due to advance technology, most financial institutions have adopted the credit card. The 
underwriting and loan approval process of credit card is more automated, judgmental or the 
combination of this two. The standard of underwriting and loan improvement in credit card 
includes the following; 
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 The score card data. 
 Verification processes. 
 Looking into the customer credit relationship with the financial institution. 
 For the secured credit cards, collateral identification and valuation should be done by the 
financial institution. 
 Thorough assessment and identification of applicant capacity and willingness to pay the 
credit if advanced. This should include checking the history of loan repayment that 
includes the past and the current obligations, and how he or she performed. Alongside 
loan payment history, the financial institution should also check income of the applicant. 
The guideline used should also consider the income verification procedures. This 
procedure takes into consideration other incomes such as self-employed income, 
investment returns and any other bonuses accrued. 
In the bank, the loan officer should be certain that loan approval and underwriting guidelines are 
clear, measurable and are well documented so that the bank management can track how well the 
guideline were adhered to and complied with.  
The loan approval and underwriting process should take into consideration the periodic 
management review on the guidelines. This will ensure that loaning standard is well preserved. 
In return, there will be an improvement in loan repayment that will ultimately boost the bank‟s 
financial position and overall performance. It will also make the financial institution be attuned 
well in the ever changing lending environment. 
In hyper competitive environment, the financial institution may opt to revise their minimum 
requirement and make them more flexible and attainable (Smith, 2011). This action may be an 
effort to attracts more clients and also maintain their current customers to its products and 
services. Though, the financial institution should be extra careful in easing the terms and 
condition of lending loans so that it cannot exceed the bank‟s risk profile. A rapid growth of the 
financial institution can be attributed to the easing of the terms and condition of the bank‟s 
underwriting and loan approval standards. On the other hand, the rise of losses and bad debts 
may be as results of weakening and easing of loan underwriting and approval process. On this 
line, the management may opt to set the price of their products so that it can be able to 
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compensate for the increased risk due to easing the terms and conditions of lending loans. The 
loan officers are also supposed to keep abreast with all management documents on loaning. 
When laxity in credit lending process is identified, the financial institution should critically asses 
the adequacy of the whole strategy so that they should ensure that the process of loan repayment 
is complete.  
The consequences of weakness in loan underwriting and approval may cause hitches and 
uncertainties during the process of securitization of the underwritten assets (Paulson, 2013).  
This may increase the liquidity risk and in the long run the pricing and credit enhancement for 
securitization may increase in cost. This may occur when poorly underwritten collateral 
adversely affect the reputation of the financial institution. When the bank‟s reputation has been 
negatively affected due to its weak process of underwriting securities, it may be denied access to 
the financial market or make such access so much expensive. In the long run, it will increase the 
bank‟s operation cost and as a result cause an significant increase in the bank‟s interest rates. 
This will make cost of repaying loans high and eventually increase the rate of bad debts.  
2.2.4 Credit Risk Monitoring and Repayment of Loans 
Commercial banks need to pay close attention to the progress with which loan beneficiaries 
service their loans to be able to detect any signs of difficulty in repayment in good time. This 
process of paying close attention is referred to as credit risk monitoring.  
Siddiqui (2008) in studying the risks present in financial contracts among Islamic banking found 
out that banks need to ensure that they have full information concerning the present status of a 
borrower. In order to have an effective credit monitoring system, it must include ways to ensure 
that the financial institutions appreciate the borrower‟s current financial status, the segment in 
which the borrowers business exist, the performance of the segment in the entire economy and 
the world business should also be considered so that they can estimate with certainty their risk 
exposure. The financial institution also needs to look at the current prevailing financial situation 
affecting the county. For instance in cases of inflation, or depression or events like natural 
calamities such as flooding or earthquakes which would have a significant effect to the 
individual borrower or the organization capacity to repay the borrowed loan (Siddiqui, 2008). 
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Nijskens and Wagner (2011) studied the process of credit risk transfer activities and systemic 
risk. The study focused on how financial institutions were individually decreasing in their level 
of risk but were posing more risk to the overall financial system at the same time. In this study, it 
states that it is essential for the credit analysts in the financial institutions to be meticulous in 
their work to ensure that the customers either individuals or companies fully comply with the 
signed agreements and also monitor the utilization of funds by the customers for the approved 
credit lines. Additionally, it is important for the credit analysts to ensure that the cash flows from 
the various major credit lines are adequate to cover the repayment of such debts and to ensure 
that this system is applicable, collateral that is placed as security for the debts gives sufficient 
coverage relative to the loan borrowed. Its obligors‟ current status and identity and categorize 
impending problem credits on a timely basis. The challenges of credit risk commence at the loan 
application process and it gradually increases to the other stages namely the loan approval stage 
and monitoring and controlling stage. This mainly occurs where the financial institution‟s credit 
risk management guidelines that cover the credit processing mainly the policy and strategic 
procedures are not existing or they are weak or incomplete (Nijskens & Wagner, 2011). 
Haneef, Riaz, Ramzan, Ali Rana, Ishaq & Karim (2012) while studying the impact of risk 
management on non-performing loans and profitability of banking sector of Pakistan which 
targeted data from five banks for purposes of secondary data collection. The study revealed that 
the process of credit risk management entails credit risk identification, measurement, assessment 
and lastly monitoring and controlling. 
Migwi (2013) in the study of credit monitoring and recovery strategies adopted by commercial 
banks in Kenya which looked at all the commercial banks operating in Kenya. The findings 
indicated that all the banks monitored all the loans that were advanced to customers to ensure 
proper and timely repayment. This shows that banks take a keen interest in loan repayment to 
ensure that they undergo minimal losses. The study also revealed that banks in Kenya do 
generate reports to monitor loans by their clients. On the other hand, they have various strategies 
in debt recovery which included securing loans, asking for collaterals and having colleagues and 
friends to guarantee the loan applicant so that in case of default in repayments, these people 
would be forced to pay on behalf of the loan applicant. Other strategies include providing 
adequate training for the relationship officers and other bank staff, informing their customers and 
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visiting their customers to convince them to pay the loans and lastly threatening to blacklist them 
with the credit reference bureau. 
Nene (2014) did a study on evaluating the main factor that influences credit repayment in small 
and medium enterprises: a case of Nairobi County. The study target population comprised of 
SMEs in Nairobi County of which ten of them were sampled for the study. The study found that 
independent variables mainly Contribution, Condition, Character, Capacity, Security and  
Common Sense accounts for 63.3 percent of the changes in credit repayment. It also found out 
that most people prefer having their money in SACCOS for easy borrowing.  This is due to 
failure of credit repayment without any form of security. Therefore, small and medium 
enterprises should have a structure where funds are well projected over the period of repayment 
and portion money for such repayments.  
While Kibosia (2012) in his study found that loans advanced to numerous small business aren‟t 
being repaid by the customers and this is affected by a number of determinants defaults including 
interest rates and business operation duration. The study revealed that poor credit analysis, as 
well as lack of monitoring and control of issued loans, repayment periods and prevailing 
economic conditions, contribute to loan defaults by SMEs (Kibosia, 2012). 
Marine in her study indicated that a lot of frustration and distress that emanate from slow or 
noncredit payment can be curbed by meticulous loan supervision. (Marine, S. A. 2014). The 
transition from secondary to postsecondary education for students with disabilities (Doctoral 
dissertation, Morgan State University). The process of loan monitoring helps in maintaining 
good loan to remain good. The whole process of loan monitoring may involve the following 
actions; visiting the business premises and assess the general financial and economic situation of 
the business, determine the trend of profit or loss making by the business venture, determining if 
the loan was invested in the rightful way, providing some financial or investment advice to the 
borrower and many other things that may help improve its financial performance. 
There are major factors that can give a clue to the financial affairs of the borrower. These 
includes noting the deposits and balances of the business venture, and taking track of them, can 
offer a clear view of the financial performance of the business (Shiller, 2013). Close scrutiny of 
the general affairs of employee of the venture may offer another tip; when the firm is doing well, 
40 
 
workers will be more happy and healthier, and it may be otherwise when the business venture is 
performing dismally, this factor has direct impact on their performance and morale. A look at the 
stock of unfinished material and finished goods can also offer another tip of financial 
performance. These factors are crucial tools in credit monitoring process.   
Credit risk monitoring plays a crucial role ensuring the bank loan is paid as agreed. Financial 
institutions have a great responsibility in keeping the quality of all assets and also ensuring that 
the principal and interest are paid in the required time. Though the process of loan assessment 
may be thorough, the bank also needs to invest heavily on credit monitoring process. When early 
warning signs are ignored, the bank may not be in position to come up with remedial plan to save 
the quality and value of assets. All financial institution are supposed to put in place a sound and 
effective credit monitoring strategies that will keep an eye on the account of the borrower at 
different angles  (Ojah & Mokoaleli-Mokoteli, 2010).  
In a bid to ensure that asset quality of each borrower doesn‟t change from performing to a 
nonperforming, the following measures can be taken into consideration; 
 There should be not too much dependence on collateral and securities at the expense of 
cash flow and viability.  
 There should be limited lending to a person or group over a given period of time. 
 During the process of underwriting and approval, securities have to be given its exact 
value and they should factor in depreciation cost so that they are not undervalued. 
 Adequate monitoring should be done on obsolete stock. 
 The borrower should submit his or her stock statement regularly and on time. 
 The borrower annual financial statement is also supposed to be submitted in time. 
 All the terms and condition stipulated during the underwriting and approval of the loan 
should be well adhered to.  
 The interest and installments must be settled as agreed in the contract.  
It is no doubt that following such criterion in credit monitoring by a financial institution, there 
will be a positive impact in terms of loan repayment.  
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When the borrower suffer a great loss that he or she was not expecting, the chances of the 
borrower being bankrupt rises, since this may appear as moral hazard mechanism, his or her 
investment ability fails due to the lost incentive (Shiller, 2013). Banks and other financial 
institution are expected to identify such incidences, and devise a way to provide incentive to the 
borrower to invest so that they can boost their loan repayment. The banks should also ensure that 
the advanced loan is used to finance the required operation, and is not used to finance equity 
losses. 
 A loan officer in a bank has ability to access finer details of borrower‟s financial activities 
through credit risk monitoring which is a key component of credit assessment process which may 
influence repayment of bank loan in financial institutions as indicated from the above studies. 
However, these studies do not focus on credit assessment process on repayment of bank loan in 
South Sudan. 
2.3 Summary and Research gap 
The theoretical and empirical analysis found Credit assessment process (credit risk identification, 
credit analysis and appraisal, credit approval and credit risk monitoring) to be very vital in the 
management of Banks. The theories analyzed (information theory of credit, the 5C‟s method of 
client appraisal, the theory of credit scoring and competitive pricing of default risk and modern 
portfolio theory) have shown the importance of various methods of credit assessment process 
and how they are used in the financial institutions. All studies that have been indicated above on 
credit assessment process have attempted to analyze the various sections of the credit assessment 
process and are biased towards multiple theories and methods used in credit assessment. 
However, all the studies have concentrated on the practices in various financial institutions but 
have also concluded that credit risk assessment process can be a factor to the financial 
performance of Banks in regards to loan repayment.  
From the above literature review, the influence of credit assessment process on repayment of 
bank loans and mainly credit risk identification, credit risk analysis and appraisal, credit approval 
and credit risk monitoring is identified as a gap and thus necessitating this study. 
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2.4 Conceptual Framework 
The conceptual framework represents a diagrammatic illustration of the independent and 
dependent variables to illustrate the existing relationship. It identifies both independent and 
dependent variables. 
 
 
Figure 2.1: Conceptual Framework 
Source: Author (2016) 
The above diagram shows the relationship between the independent variables (credit risk 
identification, credit risk analysis and appraisal, credit approval and credit risk monitoring) and 
repayment of loan which is the dependent variable in this study. 
2.5 Operationalization of the Study 
Operationalization is the process of defining variables into measurable factors. It also sets down 
exact definition of each variable increasing the quality of the outcome and improving the 
robustness of the research design. 
 
Credit risk identification 
 
Credit risk analysis and appraisal 
 
 
Credit approval  
 
 
Repayment of 
loan 
 
 
Credit Assessment Process 
Credit risk monitoring  
Independent Variable Dependent Variable 
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Table 2.1: Operationalization 
Objective Variable 
Type 
Indicators Type of data 
analysis 
To determine the influence of 
credit risk identification on 
repayment of loans in KCB 
South Sudan Ltd 
Independent  Capacity risk 
 Collateral risk  
 Capital risk 
 Loan repayment history 
risk 
Descriptive 
Regression 
To establish the influence of 
credit risk analysis and 
appraisal on repayment of 
loans in KCB South Sudan Ltd. 
Independent  Capacity ability 
 Collateral ability 
 Capital ability 
 Repayment history of 
the borrower  
 
Descriptive 
Regression 
To establish the influence of 
credit approvals on repayment 
of loans in KCB South Sudan 
Ltd 
Independent  Approval requirements 
 Approval limits 
 Approval conditions 
Descriptive 
Regression 
To find out the influence of 
credit risk monitoring on 
repayment of loans in KCB 
South Sudan Ltd 
Independent  Performing loans 
 Special mention loans, 
 Substandard loans, 
 Doubtful and Loss 
loans. 
Descriptive 
Regression 
Repayment of loan 
 
Dependent  Volume of NPL 
 
Descriptive  
Multiple 
Regression 
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2.6 Chapter Summary  
This chapter has discussed the literature review of the study and the influence of credit risk 
assessment on repayment of bank loans. It has covered both theoretical and empirical literature, 
while the critical analysis is brought on board in assessing reviewed literature about the current 
study. 
It has also provided the reader with an explanation of the theoretical rationale of the research 
problem being under study as well as the various researches carried out by other scholars how 
these studies are related to the credit risk assessment process. Finally, it has established the 
research gaps in the study topic. 
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CHAPTER THREE 
RESEARCH METHODOLOGY 
3.0 Introduction  
In this chapter, the methods that were used by the researcher in the process of collecting data for 
the study are discussed. It covered areas like the research design that were applied, the target 
population that was of interest to the researcher, sampling method that was used in identifying 
the sample size, instrument in data collection and the data collection procedure, analysis and 
presentation. 
3.1 Research Design 
The study adopted a descriptive research design focusing on KCB South Sudan Limited to 
achieve the study objectives. According to Creswell (2012), descriptive research design is 
applicable when the data collected is mainly describing people, settings, events, organizations, 
situations and phenomena in their natural setting. Primary data was obtained from the target 
population which included the management team (branch manager and operations managers) of 
the 16 KCB South Sudan Ltd branches, the credit officers, credit analysts and personal bankers 
at the branches. Data collected from the filled questionnaires were entered to SPSS version 21.0 
for analysis. The secondary data were obtained from reviewing textbooks, publications, financial 
statements, internal records and operating manual of Kenya Commercial Bank South Sudan Ltd. 
3.2 Target Population 
A target population is a group of elements of which the researcher is interested in making 
inferences for the study and conclude characteristic of the whole population (Mugenda & 
Mugenda, 2003). The target population included the management team (branch manager and 
operations managers) of the 16 KCB South Sudan branches, the credit officers, credit analysts 
and personal bankers at the branches. Three branches were excluded from this research due to 
inaccessibility of their locations and security issues namely Unity State, Jonglei State and Upper 
Nile State. Munuki branch in Juba town was considered for the pilot study, and hence it was not 
included in the overall target population.  
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Table 3. 1: Target Population 
Target Group Target Population 
Branch Managers 16 
Operation Managers 16 
Credit Officers 32 
Credit Analyst  32 
Personal Bankers 80 
TOTAL 176 
 
3.3 Sample Size and Sampling procedures 
When the population of a study is vast, one runs the risk of reproducing data which results in 
redundancy. In order to manage this risk, researchers always select a subset of the population 
that bears similar researchable characteristics as the entire population to represent them. 
According to Mugenda and Mugenda (1999), at least 30% of the population should be selected 
as sample size. 
Therefore, this study employed a survey of 16 branches of KCB South Sudan and forty percent 
(40%) of the target population of branch managers, operations managers, credit officers, credit 
analysts and personal bankers. They were sampled to get a total of 72 respondents for the study 
which was above the 30% according to Mugenda and Mugenda (1999). The seven branches 
considered for this study were randomly selected out of the 16 available branches of KCB South 
Sudan.  
Table 3.2: Sample Size 
Target Group Target Population Sample Size Proportion of 
Population 
Branch Managers 16 7 9.72% 
Operation Managers 16 7 9.72% 
Credit Officers 32 13 18.06% 
Credit Analyst  32 13 18.06% 
Personal Bankers 80 32 44.44% 
TOTAL 176 72 100% 
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3.4    Instruments 
The researcher collected primary data from the respondents by the use of a questionnaire which 
was in the form of a Likert scale where the respondents specify their degree of agreement or 
disagreement on a symmetric agree-disagree scale for the given questions which captured the 
intensity of their feelings. The questionnaire were structured and divided into sections covering 
each of the objectives of the study (credit risk identification; credit risk analysis and appraisal, 
credit approval and credit risk monitoring). Creswell (2013) observed that, a questionnaire is 
simply a „tool‟ that is used to collect and record information on a particular matter of concern to 
an individual or an organization. It mainly comprises of a list of questions, having clear 
instructions and space for answering the questions. The structured questions is used in an effort 
to conserve time and to facilitate easier analysis as they are in immediate usable form. This will 
help in easy data analysis and also provide standardize answers that is easy to analyze. 
3.5. Pilot Study 
KCB South Sudan Munuki branch was considered for the pilot study where 5 credit officers and 
5 credit analyst were selected for pre-testing the research instrument to ensure that it is valid and 
reliable. The researcher used the pilot study to ascertain the appropriateness in framing of 
questions, adequacy of the questions in answering the research question and the time it took the 
respondents to fill in the questionnaire. This information was useful in guiding the preparation of 
final questionnaire to ensure that the study bore valid content and was objective.   
3.5.1    Validity  
Validity indicates the extent to which a tool measures the right parameters being examined by a 
given study (Kothari, 2004). To enhance validity of the instruments, the questionnaire was 
reviewed by the supervisor to find out whether the questions achieved the research objectives 
and answer the research questions. According to O'Connor and Kleyner (2011) reliability is 
defined as a measure of how consistent a research method is. A pilot study was conducted which 
allowed for pre-testing of the research instruments for reliability.  
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3.5.2    Reliability  
For purposes of testing the validity and reliability of the research instrument, the questionnaire; 
the researcher pre-tested the instrument using 5 credit officers and 5credit analysts working at 
one of the branches of KCB South Sudan in Juba specifically Munuki branch, and for this 
purpose, this branch was not used in the final study.  
3.6 Data Collection Procedure 
The questionnaires were used by the researcher in collecting data from the respondents and they 
were administered to the respondents who are working at KCB South Sudan. The researcher 
applied the „drop and pick later' technique in collecting data, since bank staff are busy most of 
the time, this allowed them sufficient time to fill the questionnaire. The researcher did a follow 
up using e-mails and telephone calls to remind them to fill the questionnaire and collected them 
once they are filled. 
3.7 Data Analysis and Presentation 
The data gathered from the filled questionnaire were checked on its completion, and the 
questionnaires cleaned, edited, coded and entered to SPSS version 21.0 for analysis. Data were 
analyzed, and the descriptive statistics were done by the use of percentages, frequencies, means 
and standard deviations and by use of figures and tables. Inferential statistics were computed 
with the aid of regression analysis that established the relationship between the independent and 
the dependent variable. The independent variables are credit risk identification; credit risk 
analysis and appraisal, credit risk monitoring and credit approval and the dependent variable is 
repayment of loans. The multiple regression model was as follows: 
Y= a1 + β1X1+β2X2+β3X3 + β4X4 + ε 
Where Y= Repayment of loans 
a1 = Constant 
β1, β2, β3 and β4 are Coefficients of the determinants the effects of credit assessment process on 
repayment of bank loans in South Sudan using a case of Kenya Commercial Bank South Sudan 
Limited 
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ε = error term 
X1= Credit Risk Identification 
X2= Credit Risk Analysis and Appraisal 
X3=Credit Risk Monitoring 
X4 = Credit Approval 
The findings from the study were illustrated in form of various charts, pie charts, figures, graphs 
and tables. 
3.8 Ethical Considerations 
Ethical issues were put into consideration by the researcher in this study to avoid the loss of 
credibility of the study. The staff members willing and ready to take part in the study were given 
the questionnaire to fill while those not willing to participate were not compelled to participate in 
this study in any way.  
The group of staff members willing and ready to participate voluntarily was required to have a 
written and informed consent which was maintained throughout the entire research process. 
Respondents were informed of their rights to withdraw at any stage of the study and were 
informed of the dissemination plan through publication and means of accessing the outcome of 
the study. 
3.9 Chapter Summary  
This chapter covered in detail how the research and data collection was done. It has sections on 
research design, the target population and the methods applied to arrive at the study‟s sample 
size. It explained the data gathering procedure and how data was analyzed to gain meaningful 
information. The last section was on the research ethics that the researcher abides by. 
50 
 
CHAPTER FOUR 
RESEARCH FINDINGS AND DISCUSSION 
4.0 Introduction  
This chapter presents the results of the data analysis as obtained from the field in addition to the 
discussion of the findings. The findings of the study are connected and linked with the literature 
forming conclusive discussion of the findings. The results are presented in the form of tables, 
figures, means and standard deviations. 
4.1 Response Rate 
The study administered 72 questionnaires to the target respondents out of whom 51 were filled in 
and returned.  This translated to a response rate of 71% which is good enough and representative 
of the population and conformed to Mugenda and Mugenda (2003) requirement that a response 
rate of 70% and above is excellent. The finding is shown in Figure 4.1. 
 
Figure  4.1: Response Rate 
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4.2 General Information 
In order to understand the suitability of the respondents to provide data for the study, they were 
requested to indicate their general information ranging from gender, education, working 
experience and position in the bank. This helped the researcher to understand the respondents 
and their suitability in undertaking the study. The findings are presented in the following 
subsection. 
 
4.2.1 Gender of the Respondents 
Data on the gender distribution of the respondents shows that majority 73% of the respondents 
were male while 27% were female.This indicates that all genders were evenly represented hence 
giving a good representation of the study.  
 
 
Figure  4.2: Gender of the Respondents 
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4.2.2 Highest Level of Education 
The results in Table 4.1 depict the highest level of the respondents‟ education. It can be seen that 
31.4% of the respondents had diploma, 43.1% had bachelor degree while 25.5% had masters 
degree. This shows that the respondents had relevant knowledge thus they had ease in addressing 
the questions and provided the correct responses.  
 
Table  4.1: Highest Level of Education 
 Frequency Percent 
 
Diploma 16 31.4 
Degree 22 43.1 
Masters 13 25.5 
Total 51 100.0 
 
4.2.3 Period Working at KCB South Sudan Ltd  
Data findings on the period of time respondents had been working at KCB South Sudan Limited 
is shown below. From the responses in Table 4.2, 41.2% of the respondents had been working 
for a period of 1-4 years, 39.2% for a period of 5-8 years and 19.6% for a period of 9-12 years. 
This depicts that the respondents had been working in the bank long enough thus had experience 
on credit assessment process on repayment of bank loans. 
Table   4.2: Period Working at KCB Limited-South Sudan 
 Frequency Percent 
 
1 - 4 years 21 41.2 
5 - 8 years 20 39.2 
9 – 12 years 10 19.6 
Total 51 100.0 
 
53 
 
4.2.4 Position at the Bank 
The respondents were required to indicate their positions in the bank. As shown in Table 4.3, 
11.8% of the respondents were branch managers, 13.7% were operation managers, 23.5% were 
credit officers, 29.4% were credit analyst and 21.6% were personal bankers. The findings 
indicate that the study involved participants from across all cadres thus the information provided 
were appropriate and reliable for the study.  
Table  4.3: Position at the Bank 
 Frequency Percent 
 
Branch Manager 6 11.8 
Operations Managers 7 13.7 
Credit Officers 12 23.5 
Credit Analysts 15 29.4 
Personal Bankers 11 21.6 
Total 51 100.0 
 
4.3 Credit Risk Identification 
Several statements on credit risk identification and its influence on repayment of loans at KCB 
South Sudan Ltd were identified, and the respondents were required to indicate the degree to 
which you agree or disagree with these statements. From the responses, mean and standard 
deviation were used for ease of interpretation and generalization of findings.  
From the results in Table 4.4, in order to evaluate the credit risk of a loan advanced. The lending 
institution needs to check the borrowers‟ economic and legal situation which attained a mean of 
3.78 with a standard deviation of 1.171. Assessing the environmental situation (economic 
growth, political stability and factors affecting the industry) will help identify the credit risks had 
a mean of 3.47 with a standard deviation of 1.316. Lending institutions like banks carefully 
assess credit risk, and the potential chances that borrower fails to pay their loan obligations as 
scheduled had a mean of 3.68 with a standard deviation of 1.288. Identifying credit risks affect 
the incidence of delinquency and default in loan repayment had a mean of 3.84 with a standard 
deviation of 1.155. Additionally, it assesses credit risk, lenders gather information like financial 
situation and collateral of the borrower which attained an average of 3.60 with a standard 
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deviation of 1.281. The main predictors of the credit appraisal process are financial ratios, 
personal or corporate profile kind the adequacy in staffing. Also, it had a mean of 4.03 with a 
standard deviation of 1.232. There are weaknesses in the structure of the credit appraisal such as 
bank staff colluding to award loans to non-qualifying applicants had a mean of 3.56 with a 
standard deviation of 1.300. The banks must identify and score all the risks that are involved 
with advancing credits to customers, and their effect on profitability had a mean of 3.66 with a 
standard deviation of 1.259. 
The mean values for the responses ranges from 3.47- 4.03 which indicates that the respondents 
were in agreement with the statements  which concurs with Ang and Longstaff (2013) that in 
order to evaluate the credit risk associated with a loan advanced to a borrower, it is necessary for 
the lending institution to take a close look at the borrowers‟ economic and legal situation as well 
as the relevant environmental situation in terms of the economic growth, political stability and 
factors affecting the industry or sectors of economy.   
 
Furthermore, Jimale and Ndede (2017) also mentioned that there is also need to determine the 
degree of risks that banks as a financial institution should be able to bear and to carry out 
evaluations for each of the risks and the impending negative impact they may pose if it is not 
managed well. Some of the risks that need to be checked include interest rates risk, liquidity, 
credit, operations and strategic risks. While Moti, Masinde, Mugenda and Sindani (2012) noted 
that the lenders need to gather as much information as possible about the applicant to determine 
beyond reasonable doubt that a client can fail to repay the loan. And Chepkoech (2014) in the 
study which revealed that in the past, some of the banks‟ staffs would cooperate with customers 
and award loans to non-qualifying applicants. The bank staff would be bribed with a certain 
percentage of the loan amount, hence showing a weakness in the loan processing structure. This 
was a weakness in the structure of credit appraisal within the banks that lead to high non-
performance of loans. To resolve this problem, the banks automated their processes, and since 
then such issues have been weeded out or minimized. Beck, Klapper & Mendoza (2010) noted 
that the process embodies control measures that ensure that the right documentation and 
securities are advanced to the borrower. This whole process should be done and approved within 
the credit policy. It comprises of the imposition of requisite fees, properly maintaining of files 
and updating information. This process involves document review, legal drafting, waiver of 
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terms and collateral checks. Loan documentation can help to layout the loan agreement and 
securities before the advancement of any loan. Additionally, it also provides essential ground for 
the bank to take legal action in case the borrower fails to honour payment within the agreed time. 
 
However, Armendáriz & Morduch (2010) reveals that before taking any loan, the borrower 
usually evaluates all the costs that are involved against the expected amount of returns expected, 
and then, the borrower will decide if they can apply for the loan. The lender or the banker has to 
factor in many factors in decision making before advancing credit to the borrower. These factors 
are; administrative costs, inflation rate, personnel, cost of production, the probability of loan loss 
and the rate of capital growth. The interest imposed by any financial institution should cover the 
cost of services and also act as a source of revenue for the bank. This makes different financial 
institution to charge unusual amount of interest rates depending on the internal and external 
environment. 
 
Table  4.4: Credit Risk Identification 
 Mean Std. Dev 
In order to assess the credit risk of a loan advanced the lending 
institution needs to check the borrowers‟ economic and legal 
situation 
3.78 1.171 
Assessing the environmental situation (economic growth, political 
stability and the determinants of industrialization will help identify 
the credit risks 
3.47 1.316 
Lending institutions like banks etc carefully assess credit risk and 
the potential chances that  borrower fail to meet their loan 
obligations as planned  
3.68 1.288 
Identifying credit risks affect the incidence of delinquency and 
default in loan repayment 
3.84 1.155 
To assess credit risk, lenders gather information like financial 
situation and collateral of the borrower 
3.60 1.281 
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The critical estimators of the credit appraisal process are the 
financial ratios, personal or corporate profile and the adequacy in 
staffing. 
4.03 1.232 
There are weaknesses in structure of the credit appraisal like bank 
staff colluding to award loans to non-qualifying applicants. 
3.56 1.300 
Banks must identify and score all the risks that are involved with 
advancing credits to customers and their effect on profitability 
3.66 1.259 
4.3.1 Credit Risk Identification Influence on the Repayment of Loans 
The respondents were requested to indicate the degree to which credit risk identification 
influenced the repayment of loans at KCB South Sudan Ltd. From the responses, 7.8% of the 
respondents indicated no extent, 2% indicated little extent, 17.6% indicated standard extent, 
33.3% indicated great extent and 39.2% indicated very great extent. 
Table 4.5: Credit Risk Identification Influence on the Repayment of Loans 
 Frequency Percent 
 
No extent 4 7.8 
Little extent 1 2.0 
Moderate extent 9 17.6 
Great Extent 17 33.3 
Very great extent 20 39.2 
Total 51 100.0 
 
4.4 Credit Risk Analysis and Appraisal 
Several statements on credit risk analysis and appraisal and its influence on repayment of loans 
at KCB South Sudan Ltd were identified and the respondents were requested to indicate the 
extent to which they agree or disagree with the statements. 
The finding in Table 4.6 shows that the use of credit scoring of a particular borrower positively 
and significantly influenced the repayment performance had a mean of 3.94 with a standard 
deviation of 1.138, lending institutions should work sharing borrowers‟ information with the 
others this will reduce chances of giving loans to risky customers had a mean of 3.86 with a 
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standard deviation of 1.113, the lending institutions should have short and effective credit 
scoring processes had a mean of 3.80 with a standard deviation of 1.149, for credit risk analysis, 
the lenders check for past financial circumstances and loan collateral had a mean of 3.56 with a 
standard deviation of 1.237, credit scoring tool based on credit history and other pertinent data 
helps in facilitating the assessment of credit risk had a mean of 3.96 with a standard deviation of 
1.076, credit-scoring models use information like financial condition, prior payment history, 
public filings and industry comparative data for credit assessment had a mean of 3.66 with a 
standard deviation of 1.259, loan approval is based majorly through computer analysis that rates 
the borrower had a mean of 3.72 with a  deviation of 1.150, credit Scoring is used to predict the 
probability that a loan applicant or existing borrower will default in repaying the loan amount 
had a mean of 3.76 with a standard deviation of 1.209 and credit scoring can be used to price 
loans basing it on the degree of risks attached to that loan had a mean of 3.64 with a standard 
deviation of 1.246. 
The mean values for the responses ranges from 3.56-3.94 an indication that the respondents 
agreed with the statement and thus consistent with Ngare (2008) who found out that the 
scorecards can also be used to predict the performance of existing accounts, by basing it on past 
experience of accounts with similar characteristics. On the other hand, these study findings are 
agreed upon by what McNeil, Frey and Embrechts (2015) noted that the appreciation of the 
application of credit history in determination of the ability of an applicant to fully repay the 
amount advanced together with interest accrued during the loan processing stage enables the 
financial institution to reduce on bad debts. To do this, the financial institutions need to have 
diverse source of information to ensure that it collects its independent unbiased information 
about the loan applicants. This action helps in making quality decisions on whether to advance 
credit or not.  
Egami and Yamazaki (2013) noted that loan applicants must fill the application forms in an 
effort in determining if to approved or disapprove the loan application based on policies, rules 
and terms set by the lending institution. Credit Scoring is one of the commonly applied methods 
in predicting the chances of a given loan applicant defaulting on their loan repayment obligation 
making the scheduled payments on time or not. And these sentiments are echoed by Mwangangi 
(2014) who found out that the use of credit scoring of a particular borrower positively and 
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significantly influenced the repayment performance in Agricultural Finance Corporation-AFC as 
it facilitates quick loan turn-around, consistency in lending, and basis for risk pricing for loans 
advanced to customers. Mwangangi (2014) further noted that with proper credit scoring 
strategies, other financial institutions can gain in terms of reduction of unpaid loans. And Essendi 
(2013) stated that since the management of loans and credits is the work of the top management 
of financial institutions; it is important for them to formulate, review and amend the loans 
policies hence the reduction in the level of non-performing loans. The policies will ensure a fair, 
credible and accurate credit risk analysis of the loan applications and this will help in achieving 
their goal of maximizing on risk adjusted rate of return through the process of managing credit 
risk exposure within satisfactory level. Giné & Karlan (2014) also found out that the 5Cs method 
facilitates the credit appraisal process by a financial institution and enhances repayment of a 
loan, reduces the repayment period, asking for collateral interest rates or any other payment 
forms.  
Mutezo (2015) noted that a less experienced borrower have a lesser ability to manage loans; 
hence they have lower creditworthiness, while a highly experienced loanee has better solvency 
since they possess a better ability to handle investments. This observation shows that new 
borrowers have greater risks since the bank or financial institution is not familiar with the 
repayment character of the original borrower. This will go a long way shaping the loan policies 
of any given financial institution. Before any financial institution gives away loans, the loan 
applications have to undergo the evaluation stage which involves the screening of documents 
presented by the borrower and amount rationing stage to determine the optimal amount that can 
be advanced to the borrower. And Maluni (2011) realized that in cases where the applicant is not 
able to fully settle the outstanding balance, the bank can recover the same from an insurance 
company. This should, therefore, be of great interest to credit officers in the lending institution as 
areas that they need to look at before approving the loan applicant for customers. Lending 
institutions should, therefore, have written guidelines regarding credit approval process in an 
effort of reducing loan defaults and non-performing loans. While Ounza (2015) notes that if a 
business entity is experiencing a broad economic fluctuation, it may disrupt payment as earlier 
scheduled. Therefore, the credit policy on recovery and disbursement should put into 
consideration the economic fluctuation situation in the country. 
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After the whole process of credit, appraisal has been conducted, the borrower is expected to 
repay the loan and adhere to the terms and conditions agreed. Each bank follows its own 
repayment mechanisms. 
Table  4.6: Credit Risk Analysis and Appraisal 
 Mean Std. Dev 
The use of credit scoring of a particular borrower positively and 
significantly influenced the repayment performance 
3.94 1.138 
Lending institutions should work with each other especially in 
sharing borrowers‟ information this will reduce chances of giving 
loans to risky customers 
3.86 1.113 
The lending institutions should have short and effective credit scoring 
processes. 
3.80 1.149 
For credit risk analysis, the lenders check for past financial 
circumstances and loan collateral 
3.56 1.237 
Credit scoring tool based on credit history and other pertinent data 
helps in facilitating the assessment of credit risk 
3.96 1.076 
Credit-scoring models use financial status, prior payment history, 
public filings and industry comparative data for credit assessment 
3.66 1.259 
Loan approval is based majorly through computer analysis that rates 
the borrower 
3.72 1.150 
Credit scoring is a statistical method that is applied to envisage the 
likelihood that a loan applicant or existing borrower will fail in 
repaying the loan amount 
3.76 1.209 
Credit scoring can be used to price loans basing it on the degree of 
risks attached to that loan. 
3.64 1.246 
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4.4.1 Credit Risk Analysis and Appraisal Influenced the Repayment of Loans 
The respondents were required to indicate the degree to which credit risk analysis and appraisal 
influence the repayment of loans at KCB South Sudan Ltd. In the Table 4.7, 5.9% of the clients 
(respondents) indicated no extent, 3.9% indicated little extent, 9.8% indicated moderate extent, 
58.8% indicated great extent and 21.6% indicated a very great extent. 
Table 4.7: Credit Risk Analysis and Appraisal Influenced the Repayment of Loans 
 Frequency Percent 
 
No extent 3 5.9 
Little extent 2 3.9 
Moderate extent 5 9.8 
Great Extent 30 58.8 
Very great extent 11 21.6 
Total 51 100.0 
4.5 Credit Approval 
Several statements on credit approval and its influence on repayment of loans at KCB South 
Sudan Ltd were identified and the respondents in this study were asked to indicate the degree to 
which they agree or disagree with the statements. 
From the responses in Table 4.8, every lending institution should have sound credit approval 
authorities had a mean of 3.60 with a standard deviation of 1.114, a prudent credit practice 
personnel ought to have customer relationship responsibility had a mean of 3.54 with a standard 
deviation of 1.136, the credit personnel must be well trained and professionals so as to improve 
the outcomes of the credit section measured by loan repayment had a mean of 3.66 with a 
standard deviation of 1.107, the reasons for default in loan payments should be of key concern to 
credit officers before approving a loan had a mean of 3.94 with a standard deviation of 0.988, 
credit institutions should share information about the borrowers  to make  decisions before the 
loan is approved had a mean of 3.80 with a standard deviation of 1.113, lending institutions 
should have written guidelines regarding credit approval process so as to reduce loan defaults 
and nonperforming loans had a mean of 3.76 with a standard deviation of 1.106, the policy sets 
the rules regarding who qualifies to be extended the loan and who doesn‟t and credit terms had a 
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mean of 3.88 with a standard deviation of 1.125 and a sound credit policy would help improve 
prudential oversight of asset quality before loan approval had a mean of 3.90 with a standard 
deviation of 1.125. 
The mean values for the finding ranges from 3.54 to 3.94, which shows that the respondents 
were in agreement with the statements. This finding is in line with that of Hotz, Kelly, Srinivasan 
and Jindia (2011) stated that all banks and other credit institutions are guided by their own credit 
policies which are used in the evaluation process of all applicants either individual or corporate. 
The policy sets the rules regarding who qualifies to be extended the loan and who doesn‟t; it has 
also the credit terms including repayment arrangements, date repayments should be made, 
security and the necessary collaterals.  
And Chapman, et al (2006) stated that whoever issues credit should also create some provision 
for bad debts because of the difficulty in estimating with precision the ability of the loan 
beneficiary to make periodic payments until the full extended amount is settled together with the 
interest thereon. The lending institutions should therefore have written guidelines regarding 
credit approval process in an effort of reducing loan defaults and nonperforming loans. And 
Owizy (2013) showed that credit risk management had an impact on the profitability of the bank 
and this is linked to the repayment of loans that was advanced to the customers-individual ones 
and the corporate ones. The study is similar with the Tarko (2015) journal which stated that 
proper monitoring and thorough follow up actions by the bank should also be put in place during 
the repayment period. Repayment schedule varies from one bank to another depending on the 
following factors; the financial institution needs, the borrower‟s need, interest rate policy of the 
financial institution, the reason and purpose of the borrowed money and the length of period the 
loan is supposed to be paid. The most commonly applied methods are; the similar principle 
repayment plan, Amortized Loan, Sinking Fund Method and the balloon method. In Amortized 
Fund method, there is interest payment due to the remaining balance and the principal 
repayment. In Sinking Fund method, is where the end of loan period makes a single lump sum, 
any payment before the end of the loan period, do not contain any portion of the principle.  
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Table 4.8: Credit Approval 
 Mean Std. Dev 
Every lending institution should have sound credit approval 
authorities 
3.60 1.114 
A prudent credit practice personnel ought to have customer 
relationship responsibility 
3.54 1.136 
The credit personnel must be well trained and professionals so as to 
improve the outcomes of the credit section measured by loan 
repayment. 
3.66 1.107 
There is a reasons for loan defaulting and this should be of key 
concern to credit officers before approving a loan 
3.94 .988 
Credit institutions should share information about the borrowers so 
as to make informed decisions before the loan application is 
approved. 
3.80 1.113 
Lending institutions should have written guidelines regarding credit 
approval process so as to reduce loan defaults and nonperforming 
loans. 
3.76 1.106 
The policy sets the rules regarding who qualifies to be extended the 
loan and who doesn‟t and credit terms 
3.88 1.125 
A sound credit policy would help improve prudential oversight of 
asset quality before loan approval 
3.90 1.118 
 
4.5.1 Credit Approval Influence the Repayment of Loans 
The respondents were required to indicate the degree to which credit approval influence the 
repayment of loans at KCB South Sudan Ltd. As shown in Table 4.9, 3.9% of the respondents 
indicated no extent, 9.8% indicated little extent, 19.6% indicated moderate extent, 31.4% 
indicated great extent and 35.3% indicated very great extent. 
 
 
63 
 
Table  4.9: Credit Approval Influence the Repayment of Loans 
 Frequency Percent 
 
No extent 2 3.9 
Little extent 5 9.8 
Moderate extent 10 19.6 
Great Extent 16 31.4 
Very great extent 18 35.3 
Total 51 100.0 
4.6 Credit Risk Monitoring 
Several statements on credit risk monitoring and its influence on repayment of loans at KCB 
South Sudan Ltd were identified and the respondents were asked to indicate the extent to which 
they agree or disagree with the statements. 
As presented in Table 4.10, there is need for credit monitoring so that the bank appreciates the 
current financial status of the borrower had a mean of 4.21 with a standard deviation of 0.965, 
lending institution also monitor the prevailing financial situation affecting the county like 
inflation had a mean of 4.07 with a standard deviation of 1.092, all banks monitored all the loans 
that were advanced to customers in an effort to ensure proper and timely loan repayment had a 
mean of 4.17 with a standard deviation of 1.108, the problem of credit risk often commences at 
the stage of loan application and increase throughout monitoring, controlling and the loan 
approval stages had a mean of 4.05 with a standard deviation of 1.120, collaterals, securing loans 
and guarantors are some strategies in debt recovery for loans had a mean of 4.15 with a standard 
deviation of 0.902, lending institutions provide adequate training to relationship officers and 
other bank staff in enhancing loan repayment had a mean of 4.29 with a standard deviation of 
0.965 and banks asks customers to visit their branches and convince them to pay up or will be 
listed in CRB had a mean of 4.21 with a standard deviation of 0.901. 
The mean values for the responses ranges from 4.05-4.29 which shows that the respondents were 
in agreement to a great extent with the statement and this concurs with the finding of Siddiqui 
(2008) that order to have an effective credit monitoring system, it must include ways to ensure 
that the financial institutions appreciates the borrower‟s financial ability. However, Migwi 
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(2013) showed that Kenyan do not generate reports to monitor loans by their clients but they 
have various strategies in debt recovery which included securing loans, asking for collaterals and 
having colleagues and friends to guarantee the loan applicant so that in case of default in 
repayments, these people would be forced to pay on behalf of the loan applicant. Good credit risk 
monitoring would involve other strategies such as providing adequate training for the 
relationship officers and other bank staff, informing their customers and visiting their customers 
to convince them to pay the loans and lastly threatening to black list them with the credit 
reference bureau. And Nene (2014) mentioned that the main reason for failure of credit 
repayment is due to loans given out without any form of security to clients and it recommended 
that that small and medium enterprises should have a structure where funds are well projected 
over the period of repayment and portion money for such repayments. In his study, Borio also 
showed that financial institutions use the stress test scenario design during the risk identification 
process, the risks identified should ensure the banks key vulnerabilities are well identified (Borio 
et al., 2014). For example, a financial institution requires paying attention to other players who 
can affect the industry in terms of loan payment. A good example of this is when the price of 
petroleum increases sharply, it may affect other sectors like transport industry. These other 
affected industry may experience an increase in total cost of production, hence reduction in 
return. Such a situation should be factored in during risk identification. 
Suter (2016) also realized that another utilization of risk assessment process is risks 
measurement and modeling. In risk identification process by using granular model has proved to 
be a very effective method of recognizing risks.  There are scenarios where raw information or 
complexity of the situation limits the modeling of risk identification. Risk identification can help 
forecast the drastic scenario by coming up with narrative that describes it. This will prompt for 
necessary measures to be undertaken. These measures can includes but not limited to, increasing 
the interest rate, taking collateral of higher value, informing their client of impending economic 
crisis and many more actions. 
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Table  4.10: Credit Risk Monitoring 
 Mean Std. Dev 
There is need for credit monitoring so that the bank appreciates 
the current financial status of the borrower 
4.21 .965 
Lending institutions assess the prevailing financial situation 
affecting the county like inflation 
4.07 1.092 
All banks monitored all the loans that were advanced to 
customers in an effort to ensure proper and timely loan 
repayment 
4.17 1.108 
The problem of credit risk often commences at the loan 
application stage and increased throughout monitoring, 
controlling and the loan approval stages. 
4.05 1.120 
Collaterals, securing loans and guarantors are some strategies in 
debt recovery for loans. 
4.15 .902 
Lending institutions provide training to relationship to the bank 
staff in enhancing loan repayment 
4.29 .965 
Banks asks customers to visit their branches and convince them 
to pay up or will be listed in CRB 
4.22 .901 
 
4.6.1 Credit Risk Monitoring Influence on the Repayment of Loans 
The respondents were requested to indicate the degree to which credit risk monitoring influence 
the repayment of loans at KCB South Sudan Ltd. From the finding in Table 4.11, 2% of the 
respondents indicated no extent, 7.8% indicated little extent, 3.9% indicated moderate extent, 
49% indicated great extent and 37.3% indicated very great extent.  
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Table 4.11: Credit Risk Monitoring Influence on the Repayment of Loans 
 Frequency Percent 
 
No extent 1 2.0 
Little extent 4 7.8 
Moderate extent 2 3.9 
Great Extent 25 49.0 
Very great extent 19 37.3 
Total 51 100.0 
 
4.7 Bank Loan Repayment 
The respondents were asked to indicate the degree to which they agree or disagree with 
statements on repayment of loans at KCB South Sudan Ltd. From the finding in Table 4.12, the 
loan approved should be enough for the intended purpose as per the client‟s request had a mean 
of 3.92 with a standard deviation of 1.074, the loan repayment duration should be convenient to 
the client‟s business had a mean of 3.78 with a standard deviation of 1.025, credit policy, credit 
monitoring and other internal factors within KCB South Sudan Ltd are the causes of clients 
defaulting on repayment of loans had a mean of 4.00 with a standard deviation of 1.077, 
environmental problems such as country‟s economic crisis are the main factors that cause clients 
to default on repayment of loans had a mean of 4.01 with a standard deviation of 1.067 and only 
the well-deserved and able customers are issued loans as per the bank‟s credit policy had a mean 
of 3.78 with a standard deviation of 1.331. 
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Table  4.12: Bank Loan Repayment 
 Mean Std. Dev 
The loan approved should be enough for the intended purpose as 
per the client‟s request. 
3.92 1.074 
The loan repayment duration should be convenient to the client‟s 
business 
3.78 1.025 
Credit policy, credit monitoring and other internal factors within 
KCB South Sudan Ltd are the causes of clients defaulting on 
repayment of loans 
4.00 1.077 
Environmental problems such as country‟s economic crisis are 
the main factors that cause clients to default on repayment of 
loans. 
4.01 1.067 
Only the well-deserved and able customers are issued loans as 
per the bank‟s credit policy 
3.78 1.331 
4.8 Regression Analysis 
The study carried out a multiple regression analysis to assess the influence of credit assessment 
process on repayment of bank loans at Kenya Commercial Bank South Sudan Limited. The 
finding is shown in subsequent sections. 
Table  4.13: Model Summary 
Model R R Square Adjusted R Square Std. Error of the Estimate 
1 .789
a
 .622 .590 .03045 
From the findings in Table 4.13, R was 0.789 meaning that there was a positive relationship 
between all the four factors influencing on the repayment of loans. R
2
 was 0.622 implying that 
62.2% of the dependent variable was explained by the independent variables while only 37.8% 
of the variations were due to other factors. This implies that the regression model has very good 
explanatory and predictor grounds. 
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Table  4.14: ANOVA 
Model Sum of Squares df Mean Square F Sig. 
 
Regression 696.298 4 174.074 18.955 .000
b
 
Residual 422.448 46 9.184   
Total 1118.745 50    
From the findings on Table 4.14, the significance value is 0.000 which is less than 0.05 thus the 
model is statistically significant in predicting how credit risk identification, credit risk analysis 
and appraisal, credit approval and credit risk monitoring influence the repayment of loans. The F 
critical at 5% level of significance was 2.56. Since F calculated (value = 18.955) is greater than 
the F critical (2.56), this illustrates that the overall model was significant. 
Table  4.15: Coefficient for Credit Risk Identification 
Model Unstandardized 
Coefficients 
Standardized 
Coefficients 
t Sig. 
B Std. Error Beta 
 
(Constant) 4.720 2.450  1.926 .000 
Credit Risk Identification .262 .071 .467 3.698 .001 
The established regression equation becomes; 
Y = 4.72+0.262X1+ ε 
Where: Y= Bank Loan Repayment, X1= Credit Risk Identification and ε = Error Term. 
Table 4. 16: Coefficient for Credit Risk Analysis and Appraisal 
Model Unstandardized 
Coefficients 
Standardized 
Coefficients 
t Sig. 
B Std. Error Beta 
 
(Constant) 4.945 2.789  1.773 .000 
Credit Risk Analysis and 
Appraisal 
.227 .072 .410 3.147 .003 
Y = 4.945+ 0.2227X1+ ε 
Where: Y= Bank Loan Repayment, X1= Credit Risk Analysis and Appraisal and ε = Error Term. 
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Table 4.17: Coefficient for Credit Approval 
Model Unstandardized 
Coefficients 
Standardized 
Coefficients 
t Sig. 
B Std. Error Beta 
 
(Constant) 4.337 2.026  2.141 .037 
Credit Approval .447 .058 .739 7.682 .000 
Y = 4.337+ 0.447X1+ ε 
Where: Y= Bank Loan Repayment, X1= Credit Approval and ε = Error Term. 
 
Table  4.18: Coefficient for Credit Risk Monitoring 
Model Unstandardized 
Coefficients 
Standardized 
Coefficients 
t Sig. 
B Std. Error Beta 
 
(Constant) 4.955 3.468  1.428 .003 
Credit Risk Monitoring .257 .102 .337 2.509 .015 
Y = 4.955+ 0.257X1+ ε 
Where: Y= Bank Loan Repayment, X1= Credit Risk Monitoring and ε = Error Term. 
 
Table 4.19: Coefficients 
Model Unstandardized 
Coefficients 
Standardized 
Coefficients 
t Sig. 
B Std. Error Beta 
 
(Constant) 2.434 3.019  .806 .424 
Credit Risk Identification -.052 .094 -.093 -.551 .004 
Credit Risk Analysis and 
Appraisal 
-.131 .093 -.237 -1.402 .016 
Credit Approval .579 .094 .958 6.132 .000 
Credit Risk Monitoring .123 .072 .162 1.700 .006 
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The established regression equation becomes; 
Y = 2.434- 0.052X1 - 0.131X2+ 0.579X3 + 0.123X4+ ε 
Where: Y= Bank Loan Repayment, X1= Credit Risk Identification, X2=Credit Risk Analysis and 
Appraisal, X3= Credit Approval, X4=Credit Risk Monitoring and ε = Error Term. 
From the findings of the regression analysis if all factors (credit approval, credit risk monitoring, 
credit risk analysis and appraisal and credit risk identification) were held constant, bank loan 
repayment would be at 2.434. Credit risk approval had the highest influence on bank loan 
repayment followed by Credit Risk Identification then Credit Risk Monitoring and Credit Risk 
Analysis and Appraisal had the least influence. All the variables were significant as the P-values 
were less than 0.05, an indication that all the factors were statistically significant. 
4.9 Limitations of the Study 
The researcher encountered certain challenges which affected the attainment of research 
objectives. For instance, the target respondents were not willing to offer the requested 
information freely for fear that the information requested is too sensitive or would paint a 
negative image on their institution. To overcome this challenge, the researcher carried along a 
letter of introduction from the University confirming that the information requested would be 
used for purely academic purposes. 
The researcher also encountered a challenge where the targeted respondents were too busy 
attending to their daily work schedules leaving them with minimal time to respond to the 
research instruments. To overcome this challenge, the researcher adopted the drop and pick later 
technique so that the respondents have adequate time to fill in and return the questionnaires. 
4.10 Chapter Summary 
This chapter gives analysis and presentation of data collected from the field which includes; 
response rate, general information, credit risk identification, credit risk analysis and appraisal, 
credit approval and credit risk monitoring. It further highlights the limitations of the study and 
the chapter summary. 
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CHAPTER FIVE 
SUMMARY, CONCLUSIONS AND RECOMMENDATIONS 
5.0 Introduction  
The chapter provides a summary and conclusion of the entire study. It also presents the 
recommendation of the study on the influence of credit assessment process on repayment of bank 
loans at Kenya Commercial Bank South Sudan Limited. 
5.1 Summary of the Findings 
This section gives a summary of the findings from the analysis that is done in line with the 
objectives of the study. 
5.1.1 Credit Risk Identification 
The study found out that in order to assess the credit risk of a loan advanced, the lending 
institution needs to check the borrowers‟ economic and legal situation. Assessing the 
environmental situation (economic growth, political stability and factors affecting the industry) 
will help identify the credit risks for lending institutions like banks. They should carefully assess 
credit risk, and the possible chances that borrower fails to meet their loan commitments as 
planned, identifying credit risks affect the incidence of delinquency and default in loan 
repayment. In order to assess credit risk, lenders should gather information such as the financial 
situation and collateral of the borrower. In this process the main predictors of the credit appraisal 
processes are financial ratios, personal or corporate profile and the adequacy of staffing. Where 
there are weaknesses in the structure of the credit appraisal like bank staff colluding to award 
loans to non-qualifying applicants and the financial institution must identify and score all the 
risks that are involved in the process of advancing credits to customers and their effect on 
profitability. 
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5.1.2 Credit Risk Analysis and Appraisal 
The study established that the use of credit scoring of a particular borrower positively and 
significantly influenced the repayment performance. Lending institutions should work with each 
other especially in sharing borrowers‟ information. This will reduce chances of giving loans to 
risky customers, the lending institutions should have short and effective credit scoring processes 
for credit risk analysis, the lenders should check for past financial circumstances and loan 
collateral. Credit scoring tool based on credit history and other pertinent data helps in facilitating 
the assessment of credit risk, credit-scoring models use information like financial status, prior 
payment history, public filings and industry comparative data for credit assessment. Loan 
approval is based majorly through computer analysis that rates the borrower. Credit scoring is a 
statistical method that is applied to envisage the likelihood that a loan applicant or existing 
borrower will fail in repaying the loan amount and credit scoring can be used to price loans 
basing it on the degree of risks attached to that loan. 
5.1.3 Credit Approval 
The study revealed that every lending institution should have sound credit approval authorities, a 
prudent credit practice personnel ought to have customer relationship responsibility, and credit 
personnel must be well trained. Loan repayment should be used to measure the credit section 
performance, the reasons for default in loan payments should be of key concern to credit officers 
before approving a loan. Credit institutions should share information about the borrowers so as to 
make informed decisions before the loan application is approved, lending institutions should 
have written guidelines regarding credit approval process so as to reduce loan defaults and 
nonperforming loans. The credit policy sets the rules regarding who qualifies to be extended the 
loan and who doesn‟t and specifies credit terms. A sound credit policy should help improve 
prudential oversight of asset quality before loan approval. 
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5.1.4 Credit Risk Monitoring 
The study found out that there is need for credit monitoring so that the bank understands the 
current financial conditions of the borrower. Lending institution monitor the prevailing financial 
situation affecting the county like inflation, monitor all the loans that were advanced to 
customers in an effort to ensure proper and timely loan repayment. The problem of credit risk 
often begins at the loan application stage and increases throughout the loan approval and 
monitoring and controlling stages. Collaterals, securing loans and guarantors are some strategies 
in debt recovery for loans. Lending institutions provide adequate training to relationship officers 
and other bank staff in enhancing loan repayment and banks asks customers to visit their 
branches and convince them to pay up or will be listed in CRB.  
5.2 Conclusion 
The study concluded that the bank use credit risk identification practices in risk management to a 
very great extent which resulted to significant reduction in level of non-performing loans. The 
bank assesses long-term plans of loan applicants to identify future risks of the business and 
assesses whether the clients are professionals. The tests should include assessing the prevailing 
inflation and political conditions facing the client‟s business, analyze clients‟ track record of 
bank loan repayment which reduces default rates among bank clients lowering level of 
repayment of bank loans. 
The study concluded that there existed a significant negative relationship between use of credit 
risk control and level of non–repayment of bank loans. Hence use of credit risk control practices 
to a very great extent led to decrease in the level of non–repayment of bank loans in financial 
institutions. 
The study concluded that KCB bank engaged in credit approval to ensure client loan facilities are 
secure to minimize credit loss. An external and internal audit of the business activities to 
determine how to respond to bank risks, vetting clients before approving loan facility, use of 
guarantors and adopts legal department checks mechanisms such as in signing of a binding 
contract to ensure loan repayment and imposes penalties on loan defaulters to minimize the 
occurrence of non-performing loans. 
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The study concluded that there existed a significant relationship between use of credit risk 
monitoring practices and level of bank loans repayment. The bank prices loan depending on the 
level of risk of the clients or business and diversify its credit facilities to various clients in the 
different sectors. Assessing the purpose of the loan applied by the clients as well as the use of the 
loan to ensure bank funds a less risky and evaluates the credit quality of a client loan portfolio 
often and takes measure to curb risks as a mitigation measure against bank loans repayment to a 
great extent reduce loan default rate. 
5.3 Recommendation 
The study recommends that KCB South Sudan Ltd should use credit risk identification practices 
in risk management due to its impact on the reduction of the level of non-repayment of bank 
loans. The bank should, therefore, assess long-term plans of loan applicants to identify future 
risks of the business and estimates whether the clients are professionals, evaluate the rampant 
inflation and political conditions facing the client‟s business. Analyzing clients‟ track record of 
bank loan repayment reduces default rates among bank clients lowering level of non–repayment 
of bank loans. 
 
The study recommends that KCB South Sudan Ltd should enhance usage of credit risk analysis 
and appraisal in credit risk management through engaging in loan securitization. Carrying out an 
external and internal audit of the business activities to determine how to respond to bank risks, 
vetting clients before approving loan facility, use of guarantors and adopts legal department 
checks mechanisms such as in signing of a binding contract and imposes penalties would 
minimize bank loans repayment period. 
 
The study recommends that credit approval of loan is made depending on the level of risk of the 
clients‟ business and diversifies its credit facilities to various clients in the different sector. 
Assessing purpose of the loan applied by the clients as well as the use of the loan to ensure bank 
funds a less risky and evaluates the credit quality of a client loan portfolio often and takes 
measure to curb risks as a mitigation measure against bank loans repayment to a great extent 
reduce loan default rate. 
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The study recommends that KCB South Sudan Ltd should monitor borrowers‟ credit files for 
purposes of client rating to be used for approval or sanctions to minimize risks facing the bank. It 
should also analyze profitability, efficiency and leverage of a client‟s business before awarding 
loans and evaluate loan performance on a monthly basis to assess the impact of risks on client 
business and loan repayment and take corrective measure to manage bank risks and adopts loan 
recovery methods to mitigate risks and lower non-repayment of bank loans. 
5.4 Recommendation for Further Research 
The study could be replicated through the addition of more aspects of the credit assessment 
process and to further evaluate the influence of studied variables on the repayment of the loan in 
addition to the current findings. 
The study recommends that additional studies should be done to assess the influence of credit 
assessment process on repayment of bank loans in financial institution including deposit taking 
microfinance institutions in South Sudan. 
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APPENDIX II: RESEARCH STUDY QUESTIONNAIRE 
 
My name is Francis Khamis doing my MBA at the Management University of Africa. I am 
carrying out a study on THE INFLUENCE OF CREDIT ASSESSMENT PROCESS ON 
REPAYMENT OF KENYA COMMERCIAL BANK LOANS IN SOUTH SUDAN. I will be 
grateful if you would kindly answer the questions in the questionnaire. Your name and responses 
would be held in confidence.  
 
Kindly complete all sections of the questionnaire.  
SECTION A: GENERAL INFORMATION 
 
1. Please indicate your gender 
 
Male         [    ] 
 
Female       [    ] 
 
2. What is your highest level of education 
 
Certificate [ ]    
Diploma    [ ]     
Degree  [ ]    
Masters      [ ]    
PhD                [ ]     
3.  How long have you worked at Kenya Commercial Bank Limited - South Sudan? 
1 - 4 years     [           ]   
5 - 8 years     [     ] 
85 
 
 9 – 12 years     [     ]  
 Above 12years    [     ] 
4. What is your title at the bank? 
Branch Manager      [    ] 
Operations Managers     [    ] 
Credit Officers      [    ] 
Credit Analysts      [    ] 
Personal Bankers      [    ] 
                    
SECTION B: CREDIT RISK IDENTIFICATION 
5. Below are several statements on credit risk identification and its influence on repayment of 
loans at KCB South Sudan Ltd. Kindly indicate the extent to which you agree or disagree 
with these statements. 
 
Statement No 
extent 
Little 
extent 
Moderate 
extent 
Great 
Extent 
Very 
great 
extent 
In order to assess the credit risk of a loan 
advanced the lending institution needs to 
check the borrowers‟ economic and legal 
situation 
     
Assessing the environmental situation 
(economic growth, political stability and 
factors affecting the industry will help 
identify the credit risks 
     
Lending institutions like banks etc      
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carefully assess credit risk and the 
potential chances that borrower fail to 
meet their loan obligations as planned. 
Identifying credit risks affect the 
incidence of delinquency and default in 
loan repayment 
     
To evaluate credit risk, lenders collect 
information like financial situation and 
collateral of the borrower 
     
The main predictors of the credit 
appraisal process are financial ratios, 
personal or corporate profile and the 
adequacy in staffing. 
     
There are weaknesses in structure of the 
credit appraisal like bank staff colluding 
to award loans to non-qualifying 
applicants. 
     
Banks must identify and score all the 
risks that are involved with advancing 
credits to customers and their effect on 
profitability 
     
 
6. In your opinion, to what extent has credit risk identification influenced the repayment of 
loans at KCB South Sudan Ltd? 
Very great extent  [ ]  
Great extent   [ ] 
Moderate extent  [ ] 
Little extent   [ ] 
No extent   [ ] 
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SECTION C: CREDIT RISK ANALYSIS AND APPRAISAL  
7. Below are several statements on credit risk analysis and appraisal and its influence on 
repayment of loans at KCB South Sudan Ltd. Kindly indicate the extent to which you agree 
or disagree with these statements. 
Statement No 
extent 
Little 
extent 
Moderate 
extent 
Great 
Extent 
Very 
great 
extent 
The use of credit scoring of a particular 
borrower positively and significantly 
influenced the repayment performance 
     
Lending institutions should work with 
each other especially in sharing 
borrowers‟ information this will reduce 
chances of giving loans to risky 
customers  
     
The lending institutions should have 
short and effective credit scoring 
processes. 
     
For credit risk analysis, the lenders check 
for past financial circumstances and loan 
collateral 
     
Credit scoring tool based on credit 
history and other pertinent data helps in 
facilitating the assessment of credit risk 
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Credit-scoring models use information 
like financial status, prior payment 
history, public filings and industry 
comparative data for credit assessment  
     
Loan approval is based majorly through 
computer analysis that rates the borrower  
     
Credit scoring is a statistical method that 
is applied to envisage the likelihood that 
a loan applicant or existing borrower will 
fail in repaying the loan amount 
     
Credit scoring can be used to price loans 
basing it on the degree of risks attached 
to that loan. 
     
 
8. In your opinion, to what extent has credit risk analysis and appraisal influenced the 
repayment of loans at KCB South Sudan Ltd? 
Very great extent  [ ]  
Great extent   [ ] 
Moderate extent  [ ] 
Little extent   [ ] 
No extent   [ ] 
SECTION D: CREDIT APPROVAL 
9. Below are several statements on credit approval and its influence on repayment of loans at 
KCB South Sudan Ltd. Kindly indicate the extent to which you agree or disagree with 
these statements. 
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Statement No 
extent 
Little 
extent 
Moderate 
extent 
Great 
Extent 
Very 
great 
extent 
Every lending institution should have sound 
credit approval authorities 
     
A prudent credit practice personnel ought to 
have customer relationship responsibility 
     
The credit personnel must be well trained 
and professionals so as to improve the 
outcomes of the credit section measured by 
loan repayment. 
     
The reasons for default in loan payments 
should be of key concern to credit officers 
before approving a loan 
     
Credit institutions should share information 
about the borrowers so as to make informed 
decisions before the loan application is 
approved. 
     
Lending institutions should have written 
guidelines regarding credit approval process 
so as to reduce loan defaults and 
nonperforming loans.  
     
The policy sets the rules regarding who 
qualifies to be extended the loan and who 
doesn‟t and credit terms  
     
A sound credit policy would help improve 
prudential oversight of asset quality before 
loan approval   
     
 
10. In your opinion, to what extent has credit approval influence the repayment of loans at 
KCB South Sudan Ltd? 
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Very great extent  [ ]  
Great extent   [ ] 
Moderate extent  [ ] 
Little extent   [ ] 
No extent   [ ] 
 
SECTION E: CREDIT RISK MONITORING 
11. Below are several statements on credit risk monitoring and its influence on repayment of 
loans at KCB South Sudan Ltd. Kindly indicate the extent to which you agree or disagree 
with these statements. 
 
Statement No 
extent 
Little 
extent 
Moderate 
extent 
Great 
Extent 
Very 
great 
extent 
There is need for credit monitoring so 
that the bank appreciates the current 
financial status of the borrower 
     
Lending institution also monitor the 
prevailing financial situation affecting 
the county like inflation 
     
All banks monitored all the loans that 
were advanced to customers in an 
effort to ensure proper and timely 
loan repayment 
     
The problem of credit risk often 
commences at the stage of loan 
application stage and increase 
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throughout monitoring, controlling 
and the loan approval stages. 
Collaterals, securing loans and 
guarantors are some strategies in debt 
recovery for loans. 
     
Lending institutions provide adequate 
training to relationship officers and 
other bank staff in enhancing loan 
repayment 
     
Banks asks customers to visit their 
branches and convince them to pay up 
or will be listed in CRB  
     
 
 
12. In your opinion, to what extent has credit risk monitoring influenced the repayment of 
loans at KCB South Sudan Ltd? 
Very great extent  [ ]  
Great extent   [ ] 
Moderate extent  [ ] 
Little extent   [ ] 
No extent   [ ] 
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SECTION F:  BANK LOAN REPAYMENT 
13. Below are several statements on repayment of loans at KCB South Sudan Ltd. Kindly 
indicate the extent to which you agree or disagree with these statements. 
 
Statement No 
extent 
Little 
extent 
Moderate 
extent 
Great 
Extent 
Very 
great 
extent 
The loan approved should be enough for the 
intended purpose as per the client‟s request. 
     
The loan repayment duration should be 
convenient to the client‟s business  
     
Credit policy, credit monitoring and other 
internal factors within KCB South Sudan Ltd 
are the causes of clients defaulting on 
repayment of loans 
     
Environmental problems such as country‟s 
economic crisis are the main factors that cause 
clients to default on repayment of loans.  
     
Only the well deserved and able customers are 
issued loans as per the bank‟s credit policy 
     
 
 
THE END 
